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A Higher Pound ? 


HE world-wide rumour of last autumn that the pound sterling 

was about to be raised in value in relation to the dollar, and the 
devaluation of the previous year therefore in part reversed, died of 
its own sheer lack of substance. But it has lately been revived—not so 
much in the form of a rumour that sterling is in fact to be revalued 
as in the form of arguments that it ought to be. This advocacy has 
been heard at home and this week it has received powerful support 
from abroad in the annual economic Survey issued by the United 
Nations Economic Commission for Europe. 


Had it been foreseen, when the pound sterling was lowered in value 
from $4.03 to $2.80 in September, 1949, that the Communist invasion 
of South Korea nine months later would initiate a new rearmament 
boom and completely upset the world markets for raw materials, it 
is quite possible that the devaluation would have been less severe. 
There appears to have been a debate, up to the last minute, between 
the rates of $2.80 and $3.00, and if the future could have been fore- 
seen the choice might have fallen on $3.00. Moreover, although 
Sir Stafford Cripps was anxious to make it clear that no further 
depreciation could reasonably be expected—this was the deciding 
reason for choosing a low rate—he went out of his way to mention 
the possibility of a subsequent rise. There is no reason, therefore, 
to cling to $2.80 for reasons of pride or obstinacy or consistency alone. 
There need be no moral overtones in the debate ; it is a straight 
question of economic expediency. 

There is no doubt that the strength of sterling since the devaluation 
has surprised everyone, and it is only reasonable to ask whether 
this unexpected strength should not now be recognised by an increase 
in its price relatively to other currencies. If the new strength of 
sterling looked like being permanent, the change in rate should 
certainly be made. But does it? The sterling area outside the 


United Kingdom itself is profiting greatly from the sharp rise in the 


prices of some of the commodities it sells ‘to the dollar area. This 


' wholly abnorn.al state of the commodity markets cannot last for ever, 
and when it comes to an end, one of the main sources of sterling’s 
"strength will disappear. As for the United Kingdom itself, the gigantic 


task of balancing income and outgo has not been so quickly or so 
easily solved as the figures for 1950 might suggest. On the contrary, 
it remains as true as ever it was that this island has a very heavy task 
ahead of it in paying its way. One of the avoidable risks that must 
not be taken is that of permitting the pound to become over-valued. 
Any present rise in its value should be contemplated only if it is 


- clearly regarded as temporary, to be reversed as soon as any evidence 


appears that the current strength of sterling is itself a passing phase. 
" If the strength of sterling is only transitory, are there any better 


. ~~ ‘purposes to which it can be put than a rise. in the exchange rate? 


The question has only to be put to be answered. The reserves of 


es 
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gold and dollars are still low by the standards of any 
previous period and the future demands upon them, 
from the rest of the sterling area as well as from the 
United Kingdom, are likely to be heavy. It is no bad 
policy to let them go on rising. Restrictions upon imports 
are still, in some directions, very tight ; there are still 
foodstuffs, and even some industrial raw materials, to be 
bought if Britain will buy more freely ; and larger stocks 
of imported goods can be regarded as even more valuable 
reserves than stocks of gold. The British Government 
has frequently pledged itself to relax its restrictions 
upon exchange payments and to move towards making 
sterling freely convertible, when these relaxations be- 
come possible. Some of them are possible now ; and 
the International Monetary Fund has made its view 
clear that some moves in this direction are to be preferred 
to changes in exchange rates. If the frequently expressed 
desire to see sterling restored to the position of an inter- 
national currency is a sincere one, this view should carry 
great weight. 


There is another set of considerations which should 
give the revaluers pause. The foreign exchange market 
is still a free market in the sense that it is beyond the 
power of any one government, and conceivably of all 
governments combined, to control it. The standing 
of any currency in the market depends upon the view— 
in the best sense, the speculative view—held by the com- 
munity of traders, and it is very greatly to the advantage 
of a country that its currency should attract, on balance, 
more bull sentiment than bear. One of the great dis- 
advantages of a system in which exchange rates, though 
rigidly fixed for long periods, are known to be subject to 
alteration from time to time, is that all the speculation is 
one way. Before September, 1949, there was a chance 
that sterling would fall and none that it would rise ; 
there were no bulls, and Britain’s reserves and financial 
strength suffered accordingly. Since then the trend has 
been reversed, and all the world is a bull of sterling, since 
it may rise and is obviously not going to fall. A revalua- 
tion-—a move to a higher fixed rate—would reverse the 
market again and put the reserves at the mercy of the 
bears—and the more it was declared to be temporary, the 
worse would be the consequences. 


The report of the Economic Commission for Europe 
sees this point, and declares in favour not of a higher 
fixed rate but of flexible exchanges. Managed moving 
exchanges do not present the same golden opportunities 
to the speculator, since the managers, with their vastly 
greater resources, can keep him guessing and make him 
pay for guessing wrong. Many people (this journal 
among them) advocated flexible exchange rates in 1949, 
and everything that has h ed since has served to 
strengthen the argument. the Government and the 
Bank of England are now converted to that view (and 
there is no reason to suppose that they are), it would 
obviously be best to move to the flexible basis at a time, 
such as the present, when the change of system could 
be followed by a gently appreciating pound. This would 
be well worth doing, but even so the managers, if they 
were wise, would not permit a rise of more than a few 
points in the present rate. 


What may be called the external currency arguments 
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2, 198) 
thus seem on balance to be adverse to the revaluers’ case 
But the core of their argument lies on the other side of 
the fence, in the domestic economic field. The exten; 
of the devaluation has had the effect of exaggerating th. 
great rise in raw material prices that has occurred in the 
past year. This has not only given an unnecessary 
stimulus to the rise in the cost of living and an added 
push to inflation, it has turned the terms of trade sharply 
against this country and imposed on it the added burden 
of greatly increasing its exports in forder simply to pay 
for the same volume of imports as before. . 
There is great force in this argument. These, up. 
doubtedly, have been the consequences of devaluation 
and Korea combined, and if an appreciation of sterling 
would reverse them, without doing any further interna 
harm, there would be a strong case for overriding the 
currency arguments. But that is where the doubts enter 
in. Appreciation could be expected to have some effect 
in reversing the trend in the terms of trade. But th 
worst, in this respect, is perhaps already past: world 
commodity prices have shown signs of weakness whi 
the price level of British exports is still steadily rising. 

It is in its effect on domestic prices, however, that the 
revaluation argument reveals its weakness. Rise in prices 
is at present being deliberately used by the Government 
as a means of pursuing hi economic policy. The over- 
riding need of the British economy in the current year 
is to set aside the resources of manpower and materials 
that are needed for rearmament. They can only come 
out of consumption or private capital expenditure, any 
retrenchment in government expenditure being ruled 
out by the politicians. Mr Gaitskell’s Budget was based 
on the explicit assumption that the’ greater part of this 
necessary transfer of resources would be effected by 
means of rising prices reflecting the higher cost of im- 
ports, and on this assumption he imposed new taxation 
sufficient only to cover the smaller part of the total 
transfer. If now, by revaluation of sterling, the rise in 
prices is avoided, then the assumption falls to the ground. 
But the transfer of resources will still be necessary, and, 
to protect the rearmament programme, the Chancellor 
would either have to impose a sharp cut in the subsidies 
or else call for still higher taxes. If he did not take 
either course, then consumption would rise agai 
above the level that can be afforded, and the only 
result would be to exchange one kind of inflation {or 
another. It would in fact be worse than that ; for the 
present rise in prices, which originates in the high cost 
of imports, though it is unpleasant, does at least serve the 
purposes of policy by directing resources out of com- 
sumption into rearmament, a consumption inflation 
would have the opposite effect. It is, of course, deplor- 
able that some form of inflation cannot be avoided ; bu! 
if imflation there must be, let it at least be the kind tht 
pushes the economy in the right direction. 

One must beware of making the conclusion too dog: 
matic in a matter where differences of opinion are whol} 
reasonable. But this analysis gives a clear balance 
‘argument on one side. From the currency point of view, 
the only appreciation of sterling that would be w* 
would be a very slight one undertaken as the lubncat! 
of a. change from fixed to flexible rates of exchange. Att 

domestic point of view, an appreciation 
‘do more harm than good except on the politically almost 
condition that it was by shat? 


in subsidies or further increases in taxatie® 
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Three Forces in France 


HE general election for which France is now pre- 
T paring—the first in four and a half years—will be 
quite unlike anything that has happened, or could 
happen, in the United States or Britain. It is likely to 
be bitter, confused and indecisive. To try to fit the 
forces and parties that will come into play within the 
simpler categories of Congress and Parliament would 
be merely misleading; for the American Congressman, 
absorbed in strategic problems of tempting novelty, and 
the British Labour Minister, absorbed in election 
prospects of a quite different kind, are far removed in 
outlook and interests from the Popular Republican 
(MRP) whose election may depend entirely on his views 
about independent schools, or from the Socialist who 
will hold up a vital finance Bill rather than allow the 
state to help these same schools to survive. Nor is it 
easy for the outsider to understand that Gaullism— 
rooted in French history—is not identical with Fascism, 
or that the Communism of millions of Frenchmen—also 
rooted in French history—is something different from 
Bolshevism. He will be likewise baffled because the 
French political scene presents itself in colours that are 
not black and white but motley. 


Some simplification of the aims of the French parties 
is, of course, possible, complex though the interests and 
motives of the French voter are. The Third Force 
combination—what has been the government group— 
of Socialists, Radicals and Popular Republicans is fight- 
ing extremists and enemies of the parliamentary system 
to the right and left of them. They are agreed on the 
defence of the Republic, on the need for their own return 
to power, and on very little else that is fundamental ; 
that is why they will fight the election back to back 
rather than in line. The Communists also present a 
simple picture. They declare themselves for peace, 
bread, and houses; that is to say, they are against 
America, rearmament and inflation. For the moment 
they show the French and not the Stalinist profile, and 
talk more democratically than the Republican defenders 
of democracy. They fight on one front for they are 
against the rest. Indeed, they half expect to be banned 


and to take to an underground existence before the year 
is out, 


The Rally of the French People, the followers of 
de Gaulle, are likewise simple in their public approach. 
First and foremost they are against the Communists, 
whom they regard as “ separatists.” They are against 
the parties that since 1947 have run France, with very 
lair success, on hand to mouth policies. They believe in 
men rather than measures, in the spirit rather than the 
Programme ; they want power and are contemptuous of 
parliamentary politics, Within the Third Force alliance, 
(00, some simplification is possible. The Radicals, of 
Several hues, are individualists, sceptics, liberals. The 

alists are more Marxist than British Labour but far 
less in tune with the working masses than with the mass 
of minor civil servants, They are planners, anti-clericals, 
and reluctant su ers of rearmament. Popular 
Republicans (MRP) put justice before liberty and 


riigion before individualism and have provided a 
ga Minister with a fairly coherent policy. The 
Third Force is therefore united only in its belief in 


moderation, in its opposition to both Thorez and 
de Gaulle, in the broad outlines of foreign policy, and 
in a general desire that France should respond as 
painlessly as possible to American pressure for rearma- 
ment and continue the remarkable convalescence which 
was begun by the venerable and Radical Prime Minister 
M. Queuille. But it has to be remembered that generali- 
sations are dangerous about a country in which a village 
will vote for the left if it has an anti-clerical grievance 
and for the right if it has an economic grievance ; and the 
floating vote of the “moderate mass” is both larger 
and more fickle than in this country, 


If party lines were not so complex the issues of the 
election would be simple, perhaps reducible to two. First, 
if France is to play the role of great power and European 
leader, can it make up its mind to the sacrifices needed 
to rearm and restore national unity? Second, is that 
effort, or the decision against, to be made by a 


ELECTION OF THE NATIONAL ASSEMBLY, November, 1946 
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government of the Right or one of the Centre? It is 
likely that these questions are in every Frenchman’s 
mind in one form or another, but it is far from certain 
that they are everywhere the dominant ones. As things 
are there are numerous regional, sectional and tradi- 
tional motives to be reckoned with, of the kind that 
make Liberalism survive in Wales and Cornwall. It 
is therefore most unlikely that the voting on June 17th 
will give to France’s allies a clear answer to their 
questions about its power and will to be strong. For the 
political and moral leadership is still lacking that would 
express the essential vitality and health of a people whose 
will to live is shown in its birth rate and whose will to 
work is evident in its production figures. The election 
results may decide who is to govern France, or who is 
to make the attempt ; but they will not show the will 
of the people about the future of the Fourth Republic. 


A novel and misleading factor in this election is the 
new electoral law which provides for voting alliances 
(apparentements) of moderates to squeeze out the 
Communists and Gaullists. This arrangement is avail- 
able to national groups or parties presenting candidates 
in at least 30 of the 90 departments, Where the alliance 
wins an absolute majority of votes in a department, it 
receives all the department’s seats in the Assembly, 
whereas under the former system there would be a 
proportional distribution. No one pretends that this is 
anything but a barefaced piece of rigging, legislation so 
ad hoc that it provides for a special system of allocating 
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seats in the two departments which comprise Paris and 
its suburbs, where Gaullism and Communism are 
highly concentrated. The ruse—for such it is—is 
justified by the defenders of the Republic on the grounds 
that the old system of representation would have returned 
Third Force, Gaullists and Communists in equal 
numbers, and so made impossible a working majority 
in the Assembly. So little faith have the moderates 
either in their own capacity to put national interests 
first or in the electoral appeal of the Third Force idea. 
Now that public dislike of the measure has been fully 
renewed it is becoming doubtful whether it will achieve 
its purpose. It may even recoil on its authors. 
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Speculation, even in France, about the election results 
is tentative and imprecise. There are two factors 
which are especially difficult to assess. First is the 
strength of the appeal to the electors of the Third Force 
idea, unknown in 1946, when the RPF did not exist 
and Communists were in the government. Voters may 
remember gratefully such past blessings as M. Queuille’s 
check to inflation, the building up of a new social 
recovery system, and their benefits from the Monnet and 
Marshall Plans. They may on the other hand be more 
conscious of present discontents: of the new taxes that 
rearmament imposes, of the unpopular policy towards 
Germany and the dependence on America, of the 
immobilisme of moderate cabinets compared with the 
“dynamism” and disciplines of Gaullism and Com- 
munism. Second is the difficulty of deciding how 
strong is General de Gaulle’s following when it comes 
to voting for men who will form a government. Many 
who are stirred by the call and mystique of leadership 
distrust a leader who is quite uninterested in vital 
economic and social questions. 


If it is hard to predict that the Third Force will win 
at the expense of the two extremes, it is easy to see what 
it has to do to win. It has to do better than its constituent 
parties did in 1946. If, in round figures, it can win 350 
seats in a Chamber of 620, there could be a reasonably 
independent and effective government of moderates, pro- 
vided the partners held together. Any smaller majority 
would make it dependent on the Gaullists, who are as 
much against “the ies” as against Communism. 
Third Force proposals depend, in fact, on Communist 
losses not all going to the Gaullists and on Socialists, 
Radicals and Popular Republicans winning as many seats 
to their left as they lose to their right. But some good 
j say that the Communists will lose few, if any, of 

180 seats, in spite of the fact that membership of 
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the party has fallen from nearly a million in 1946 to 
500,000 now. If so the decisive factor will be the gain; 
that de Gaulle’s RPF can make from the Third Force 
That, indeed, is one of the two main reasons for the new 
electoral law. 


The past offers even less guidance to the prospects of 
the General. Some say his supporters in the Chamber 
will increase from 20 to 140 ; this would still leave the 
possibility of moderate government if his gains were 
offset by Communist losses. But if the Communists helg 
their ground and the Gaullists gained more heavily, then 
stable government would be impossible and there would 
probably have to be a second election very soon ; that 
is the worst of which the General hopes the best. The 
prospect for the moderate Third Force is therefore 
uncertain and the chances of a decisive verdict remote. 


So closely are the fortunes of France now linked with 
those of the United States and this country that the 
foreigner has perhaps some claim to express a preference 
before the election takes place. For when it is over 
he must loyally accept the result. Those who think of 
France as the partner that is to take an increasing share 
of the burden of defending Western Europe and of 
leading it into new forms of association and co-operation, 
must ponder carefully before they choose. They may 
take a short view and reflect that individualism and self- 
interest have so run riot in the politics of Paris that, if 
France is to be powerful again, the time has come for 
one of those authoritarian spells characteristic of its 
history. They know that the advent of de Gaulle to 
power would divide the nation even more deeply, 
possibly to the point of civil war. They know, too, that 
the Communists would expect to profit by such a 
tragedy. Yet the foreigner who understands what several 
millions of Frenchmen are feeling about the Fourth 
Republic inevitably has some sympathy for the ardent 
and impatient over whom the forceful and rebarbative 
General has cast the spell of “ leadership.” 


But those who take the longer view will reject this 
course, They will reflect that France still needs above 
all convalescence and rest ; it needs time to forget the 
occupation and heal its moral wounds, to complete its 
economic reconstruction, to prepare its future for 3 
younger generation given security by the presence of 
American and British forces in Europe. If so, they can 
argue, why not continue with the Third Force ? Cor- 
sidering the difficulties it faced, its record is not 
UREA) particularly in foreign policy. Let France 
quie 


y organise itself and Europe for the years ahead. 
That is what man i Frenchmen—not all 
neutralists—would to happen. But then the 


foreigner has to ask himself whether either the ame 
or American people are prepared for France to play 4 
secondary role for more than a year or two ; and it would 
take more than a year or two for the Third Force t 
become a group of cated unity instead of an emer 
gency combination. The question may be resolved by 
the elections. If it is not, then it will pose itself agai 
within a few weeks; and the answer that is given 2 


London and Washington might well affect the result 
of a second election. The question should therefore be 
put in the simplest possible more simply than 


it can be put before the French voter. Is it better to have 
France convalescent under “ Queuille ” or France 


in fever under General de ?. The answer of the 
Western allies must be for M. Queuille. 
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The Poor Countries 


OINT FOUR is lagging. The idea that there should 
be an organised attempt by the rich countries to 
help the poor countries to raise their standards of living 
derived the name by which it is now generally known 
and its major impetus from President Truman’s 
inaugural address in January, 1949. But it is not by 
any means a specifically American idea. Indeed, the 
eat practitioners of the export of capital and skill for 
the development of other lands have, in times past, been 
the British, and that the desire and the vision still remain 
was amply demonstrated at the Labour Party’s Con- 
ference at Margate in October last. There is no doubt 
that there is something in this general idea which has 
a wide appeal, to the minds of the Right in politics as 
well as to those of the Left. It is given immediate point 
by the desire to make some answer to Communist 
propaganda in the poor countries and to show their 
peoples that the West can perform as well as promise. 
There is also a new realisation of an old fact, that the 
industrial progress of the rich countries in Europe and 
North America will be hampered if effective steps are 
not taken to develop the other continents of the world 
both as sources of raw materials and as markets. And 
finally there is the conviction, born partly of apprehen- 
sion but mainly of genuine sympathy, that the world 
cannot expect to live in peace so long as the contrasts 
in human welfare are as sharp as they are today. Point 
Four appears to combine humanitarianism with sound 
business and good politics. 


Yet it is lagging. In the United States itself, as an 
article from our Washington correspondent on page 1294 
describes, much of the original impetus has vanished. 
Elsewhere in the world, the Colombo Plan is the only one 
of many paper projects that is beginning to take shape 
and, meritorious though it is, not even its most ardent 
supporters would describe the Colombo Plan as more 
than a small beginning. Why is it that a movement 
which was given so forceful a send-off, and which 
commands, at least in principle, so much support, should 
be making so little progress ? Part of the explanation 
is no doubt to be found in what has happened since 
January, 1949. The argument that Point Four would 
make the poor countries proof against Communism was 
never a very strong one, and such validity as it possessed 
related entirely to the long term. But the need for 
defences against Soviet imperialism has become very 
urgent, and such money as can be spared can clearly 
be more effectively spent in the short run on military 
defence. Moreover, there has been a great shift in the 
past year in the world-wide terms of trade against the 
industrial and in favour of the raw material producing 
countries, This is not very likely to help the poor 
countries to finance their own development—as is 
pointed out by the annual survey of the Economic 

ssion for Europe, which is summarised on 
Page 1302, these riches are very unequally distributed as 
between the pri producing countries and are all 


too likely to be dissipated in inflation—but it does 
pro tanto make it more difficult for the rich countries 
‘0 provide assistance. 

But the lagging cannot be explained simply by 
ne difficulties ; for if it were there would be 
“forts to draw up plans for putting into effect when the 


emergency has passed. Some of the more permanent 
difficulties are faced in the report published last month 
by a group of experts nominated by the Secretary- 
General of the United Nations.* The experts came from 
Chile, India, Lebanon, the United States and the United 
Kingdom (Professor Arthur Lewis of Manchester) ; they 
have produced a study that is not only thorough and 
lucid but is also, on the whole, realistic and frank. There 
are, broadly speaking, three elements necessary for any 
far-ranging plan for international development. First, 
the willingness to provide assistance, in technical skil 
or in capital, must exist in the rich countries ; secondly, 
there must be receptivity in the poor countries—that is, 
the willingness and the ability not merely to accept the 
assistance proffered but to use it in such a way that the 
object of raising the standard of living is in fact attained ; 
and thirdly there must be institutions through which 
the assistance can be given and received. In which 
category are the obstructions to be found ? 


At the moment, money in the rich countries for over- 
seas investment is short. But money for such purposes 
is not wholly non-existent. Both the American and 
British Governments are finding money for projects that 
they think worthwhile. Nor is it true that there is a 
complete lack of private capital. On the contrary, since 
the war, very large sums of private capital have been 
invested in the oil industry in under-developed countries 
or have found their way to developing countries such as 
Australia and South Africa. The western world is pre- 
occupied and suffering from shortages ; but it is doubtfu! 
whether the major obstruction to the progress of Point 
Four is to be found on the side of those who would 
have to find the money and provide the assistance. 


* 


The experts make it clear that they share this view 


by devoting seven of their eleven chapters to the’ 


measures that they recommend to the receiving 
countries. The obstructions that they see to the fruit- 
ful reception of assistance by the under-developed 
countries amount to a long list ; but they can usefully 
be summarised under two heads. The first of these 
consists of a number of doubts about the basic economic 
principle involved. Point Four is based on the assump- 
tion that the injection into an undeveloped country of 
capital and of the technical skill to use it will almost 
automatically raise the standards of production and 
therefore of welfare. It is true that the outstanding 
difference between the rich countries and the poor lies 
in their wealth and poverty of capital. It is further true 
that without capital, provided at home or from abroad, 
rapid economic progress is impossible. But it may turn 
out to be a quite naively erroneous deduction that there- 
fore capital alone—or even capital plus technical skill— 
is needed. Quite remarkably little systematic inquiry 
has been made into the causes and conditions of 
economic progress, and nobody can claim to know what 
the factors are that must be present before the spiral 
can begin to revolve. Climate probably has something 
to do with it ; human biology certainly does, as witness 

** Measures for the Economic Development of Under- 
Developed Countries.” United Nations. 108 pages. 
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the way in which material progress may be eaten up by 
the growth of population. It is obviously easier to 
develop a country that has natural resources that the 
world wants, such as oil, than one that does not. Anyone 
who believes that capital and capital alone can always 
raise productivity might be invited to contemplate the 
position of, say, a small island in the West Indies and 
prescribe a diet of capital for it. 


The other group of difficulties is made up of doubts 
whether, even in circumstances favourable to the invest- 
ment of capital, capital provided from outside will be 
efficiently used or fairly treated. The most spectacular 
part of the problem is the case of the country that 
discriminates against foreign capital just because it is 
foreign. This can perhaps be cured by international 
agreement—though hardly so long as countries claim 
the sovereign right to repudiate their contracts. Much 
more difficult is the case of the country which does not 
provide the necessary assurances of security for any 
capital at all, its own or the foreigner’s. In a sense, it is 
not nationalism, as the West has taught it to other parts 
of the world, so much as democracy, as the term is 
understood in the poor countries, that provides the 
greater obstacle to the useful investment and fair treat- 
ment of capital. The test is not so much “does this 
country believe in treating foreign capital fairly ?” as 
“does it understand and believe in the investment of 
capital ?”” or, as Professor Hancock shrewdly remarked 
in his Marshall lectures last year, “ what does it do 
with its own savings ?” In the great majority of under- 
developed countries, those citizens who have savings 
hoard them, export them or put them into real estate. 
When those who should know best give this eloquent 
~ verdict, why should the foreigner, be he private citizen 
or international institution, feel any more confident that 
the capital he provides will be fruitfully invested and 
that he will get his fair share of the fruit ? 


* 


This seemingly economic problem, in fact, like so 
many others, is really a political’one. Where the political 
conditions are favourable, then capital investment can 
usefully proceed ; where not, not. Favourable political 
conditions exist in the police states—that is to say, 
conditions favourable to the rulers of those states who 
decide on the investment. (And it is worth making the 
point that the rulers of Soviet Russia are the world’s 
most fanatical believers in the capital process and its 
most rigorous practitioners.) They also exist in depen- 
dent territories, where some outside power still exercises 
enough authority or influence. But in colonies, as 
Tanganyika and the Overseas Food Corporation know, 
the other conditions may not be present ; and in any 
event who can be sure that the government of any 
colony will still be willing and able to treat capital fairly 
in twenty or fifty years’ time ? 


Point Four, however, does not primarily relate to 
colonies, and it does not relate to the police states at 
all. Its concern is with sovereign and independent, but 
under-developed, countries—that is to say, with Latin 
America, with the Middle East and with Southern and 
South-Eastern Asia. Of how many of these can it be 
honestly said that the political conditions exist, and are 
likely to continue for a generation ahead, in which the 
investment of capital will be worth while—even on the 
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broadest definition of the phrase? Some of thes 
countries have ruling classes who positively dislike 
progress because it would break up their lands and Subject 
them to direct taxation. In nearly all of them “ar 
foreign feeling rejects any assistance that carries with 
it even a shadow of foreign supervision of what is done 
with it. In many of them, governments are unstabje 
and arrangements made with one government will no, 
be observed by its successor. Few of them have stron 
administrations and many of them are corrupt. The 
United Nations cannot say these things. But can anyone 
deny that they are broadly true? Is there a country 
where none of them is true and which yet has difficulty 
in getting capital for development ? The best service 
that anyone can perform to Point Four is to say quite 
frankly that it is these political conditions in the poor 
countries which are the greatest obstacle in the way 
of a grandiose flow of capital or technical advice from 
the rich countries to the poor. Whether or not the rich 
countries can do anything to remove the obstacle is a 
very wide question indeed. But clearly it would require 
political rather than economic action. 


Suggestions for new institutions should be looked at 
in the light of this analysis. Several recent inquiries 
have proposed that new institutions of an international 
kind should be set up for the specific purpose of 
canalising assistance for Point Four purposes. The 
Gordon Gray report, the report prepared under Rocke- 
feller auspices and now the report of the United Nations 
experts have all come to this conclusion (the experts 
want an International Development Authority and an 
Economic Commission for Africa). This unanimity 
deserves respect. And yet it is impossible not to feel 
a certain scepticism. Most of the countries where the 
conditions exist for development to proceed already 
stand in a special relationship to one or other of the 
rich countries and new institutions could do compara- 
tively little for them. And where, for the political 
reasons given above, little can in fact be done, it would 
be pure waste motion to set up new institutions. Indeed, 
some people who know the under-developed countries 
maintain that there are already too many international 
bodies concerned with providing assistance of one kind 
or another, that at best they create confusion and a 
worst succeed only in providing opportunities for the 
reactionary procrastinators among the local ruling 
classes, who dare not fail to give the appearance of 
activity but who wish for nothing less than for progress 
that might disturb their privileges. It would seem the 
path of wisdom to defer the creation of new institutions 
until there is more evidence than exists today that 1 
is only institutions that are lacking. 


To write in the vein of this article will no doubt be 
condemned as defeatist or even reactionary. It is there- 
fore perhaps necessary to repeat, and in all sincerity, 
that the principle of Point Four is one of obvious 
wisdom and of urgent importance. Wherever it can be 
shown that there is an obstruction in the westem 
countries—and the attitude of the British Treasury ' 
as suspect to some ag that of the American Congress ' 
to others—then it is the duty of public opinion © 
those countries to strive to remove it. But no g 
purpose is served by covering up the decisive fact— 
that most of the under countries are not well 
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The Graduate Teacher 


ITHIN the last six months three far-reaching 
W proposals have come from the Minister of Educa- 
ion or from Committees set up under his zgis, which 
will profoundly affect the quality and quantity of teachers 
in the schools. Chronologically the order of their 
appearance was first the Report of the Burnham Com- 
mittee, which made recommendations for the revision 
of teachers’ salaries. Secondly came the Minister’s deci- 
son to terminate the four-year teacher training grants 
renable at the universities by those pledged to enter the 
teaching profession. The third report on the “ Training 
ind Supply of Teachers ”* was published last week and 
deals with the demand and supply of teachers between 
1950 and 1960. While the public has learned of these 
recommendations and decisions in sequence, the discus- 
sions which led up to them were concurrent, the mem- 
bership of the committees overlapped and the advice 
tendered by the two main committees necessitated 
certain compromises between them. 


In spite of its muted tone and its efforts to paper over 
the cracks of divergent interests, the Advisory Council’s 
conclusions on the probable supply of graduate teachers 
make uncomfortable reading for the grammar schools— 
the generic term that is now used to cover all those 
general secondary schools, as distinct from technical and 
“modern” schools, which provide the base for the 
universities and the professions. The council has based 
its estimates on minimum requirements—a very modest 
improvement in the ratio of staff to pupils, no improve- 
ment in the proportion (now 77 per cent) of graduate as 
against non-graduate teachers in the grammar schools 
and a fall in the ratio of grammar school pupils to the 
total school population. Even on these austerity stan- 
dards the maintained grammar schools will need at least 
28,000 graduate teachers by 1960 compared with 21,000 
in 1950. This will require an increase of 1,000 a year 
in the flow of graduates entering the teaching profession 
—and the total flow is now only some 2,300 a year. 


Moreover, total numbers are only one of the three 
staffing problems that face the grammar schools. 
There is also the question of quality: at present 
the proportion of graduates ing a teachers’ train- 
ing who have first- or second-class degrees is 
Substantially lower than it was before the war, 
§5 per cent instead of 65 per cent. Thirdly, there is 
the peculiar difficulty es e of teachers of 
science and mathematics. This is critical ; in 
some schools science departments have already had to 
be closed for lack of teachers, and in others teachers of 
0 poor a quality have been accepted that the next 
generation of pupils must be severely handicapped. 


What chance is there of inducing another 1,000 
graduates a year to take up teaching as a career? It 
cannot be said that the prospects are very favour- 
able, and the decision to abolish the teacher training 
rants at the universities has done nothing to improve 
them. The teachers’ ions have for years been 
urging that these grants should be abolished ; that young 
men and women should not be obliged to sign a 


—— 





a fist Report of the National Advisory Council on the Training 
oo 


ly of Teachers. HMSO 


“pledge” at the age of eighteen to take up a teaching 
career four years later in return for grants to cover the 
cost of their university education, and that a choice made 
freely at 21 was far to be preferred to a bribe at the age 
of 18. This is perfectly correct in principle ; but the 
grants undoubtedly persuaded many to go into teaching 
because they would not otherwise have reached the 
universities ; in future these same people may é¢ither 
not be able to reach the universities because. they 
have not the ability to win the more competitive state 
scholarships, or having got there will prefer to choose 
some other career. No doubt those who in future elect 
at the end of their university courses to go into teaching 
will be the better for having come to their decision freely. 
Unfortunately they may be many fewer. 


= 


Two further difficulties affect the girls at the stage of 
entry to the universities. The grammar schools are com- 
plaining that too many girls are leaving school at 15 or 
16, instead of staying the course to the sixth form. This 
means that potential graduates drop out early and that 
those who could have gone straight into the non-graduate 
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training courses at 18 are lost to the profession. The 
causes of this loss are both social and economic—the high 
earning power of juveniles and the fact that many of the 
new generation of parents of grammar school children 
are unfamiliar with grammar school traditions and aims. 
The other difficulty is the very high degree of specialisa- 
tion now required for entry to the science departments of 
universities, which the girls’ schools are either unable 
or unwilling to give. As the result, relatively few girls 
enter university science departments and fewer still are 
available to teach science in the schools This is a vicious 
circle which is difficult to break. 


The next critical phase in the recruitment of teachers 
is the moment of departure from the universities, when 
graduates must make a decision about entering the 
teaching profession. At this point the student must 
weigh the relative attractions, financial and otherwise, 
of this and other callings. So far as women are con- 
cerned, alternative openings at equal or better rates of 
pay are less numerous than for men, and in the arts 
subjects there is a fair probability that the schools will 
secure an adequate supply of teachers. For a trained 
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graduate woman assistant teacher, the basic scale is now 
£416 to £582. The difficulty of obtaining enough 
women mathematics and science teachers has already 
been mentioned. The advisory council considered 
that the probable annua! iccruitment of these teachers 
was not only insufficient for the programme, but insuffi- 
cient even to offset wastage. Thus the prospects for 
mathematics and science teaching in girls’ schools are 
very poor. 

For men, the alternative openings for university 
graduates are much greater than before the war, and 
the competitive importance of salaries is proportionately 
increased. The basic salary for trained male graduate 
teachers rises to a maximum of £726 a year, and this is 
not attractive to men with ability. Industry is recruit- 
ing more graduates, mainly in the pure and applied 
sciences. The demand for arts graduates in other fields, 
however, is not unlimited, and it may soon be found 
that many arts graduates cannot find posts other than 
in teaching. In science and mathematics the demands 
from industry remain unsatisfied. But even in the arts 
it cannot be considered satisfactory that only the rejects 
of other professions should enter teaching. The grammar 
schools urgently need quality as well as quantity, and 
as the proportions of teachers with first-class or second- 
class degrees show, quality appears to be falling. With a 
demand for an extra 1,000 graduate teachers a year the 
quality is likely to drop still further. 


* 


The political climate has made it difficult to dis- 
criminate directly in favour of the grammar schools. 
Since 1945 all teachers in maintained schools have been 
on the same scales; this holds good for teachers of 
infants under seven as for teachers of university scholar- 



































Enlightened Order 


NoTHING seems to have more interested the foreigners who 
have visited us on this occasion than the absence on the 
opening day [of the Exhibition} of all military pomp, and 
of long files of soldiers, horse and foot, guarding every 
avenue to the approach of the Queen, and the order which 
they had not expected to be observed by our often- 
calumniated people. They have vividly learnt from the 
display the difference between a Sovereign who is guarded 
by the affections of her subjects, from attending to their 
wishes, and one who must be guarded and protected 
egainst his subjects, from always persisting in his own 
erbitrary and selfish will. They have learned to distinguish, 
200, between that enlightened order which results from 
circumstances and from conviction, as contrasted with that 
eutomaton order, the produce of gendarmes and soldiers 
that every now and then breaks out into rebellion. . . . The 
moral effects and the moral manifestations the Exhibition 
is calculated to call forth, seem to have most agreeably 
disappointed expectations. We heard of anticipated appre- 
hensions of thronging crowds, of angry altercation, of 
preparations even for suppressing riot and sedition, before 
the opening of the Exhibition ; but good humour, patience, 
kindliness, have everywhere predominated... . All 
classes meeting and sharing a common enjoyment— 
indeed all nations—will*be the better for the Exhibition. 
Only those are to be pitied whom a foolish, wanton, and 
ee Sees ern from coming, and who will be 
sour ing a share in this new and general 
pleasure. 


Che Economist 


May 31, 1851 
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ship candidates, except that, up to April 1st of this year 
first-class graduates in England and Wales had a speciai 
allowance, and that since April 1, 1951, this has been 
merged into a single graduate allowance of {60 a year 
(£48 for women). There is in addition an elaborate 
system of special allowances for special responsibilities 
and experience, but these allowances are given relatively 
late in life, differ from authority to authority, and wii 
not perhaps exert much influence on recruitment, } 
remains true that the assured maximum for a ma 
graduate in an English maintained school is £726 
whereas in Scotland and Northern Ireland, where there 
are special allowances for teachers with first-class and 
second-class degrees, the graduate can look forward to 
an assured maximum of £875 and {£850 respectively, 

In England and Wales the great hope of the new 
Burnham proposals was that generous use would be 
made of the extended powers conferred on the local 
education authority to grant large allowances to teachers 
with special qualifications ; this scheme was designed 
primarily to meet the needs of the grammar schools. 
It is too early to say how successful it will be, but it is 
already apparent that, while some of the smaller education 
authorities, with perhaps one or two grammar schools 
in which there is intense local pride, are making 
full use of the allowances, some of the larger county 
authorities with dispersed interests have evolved a 
centralised and inelastic scheme which gives very litte 
relief to the large grammar schools. Welcome, therefore, 
though these special allowances are and generous though 
some may be, they can have only a very limited effect 
on recruitment and in very many areas will be insufficient 
to retain staff. 

Broadly speaking, therefore, it may be said that for 
the girls’ schools the crux of the problem is at the age 
of 18. Having once secured enough entrants to the 
universities, particularly for science and mathematics, 
the schools may find that recruitment into teaching at 
21 is relatively easy. For men the problem is reversed. 
The flow of entrants to the universities is adequate; 
the problem is to catch the men at 21. Without the 
anchor of the teacher training grants men graduates will 
be able to sweep the whole horizon for jobs. A few of 
the gifted will choose to teach at any price ; for the 
rest the financial reward must be made more attractive. 
If trade union influence and political feeling continue 
to prevent any overt discrimination in favour of the 
grammar schools, the remedy will have to be an extension 
of the principle of special allowances. Higher salaries 
= have to be given to all uates with —, 
and second-class degrees, if primary schools of 
secondary modern schools also beneht shared , so much 
the better. The class of is not a perfect method 
of classification for reward, but it is difficult to think of 
a better which will serve to attract men and women o 
the needed quality, 

- The Report on the Training and Supply of Teachers 
has served to bring into the open the threat to the 
grammar schools. It makes no s ions for remedies, 
because of the conflict of interests of the various 
pesties concerned Even its smothered mee _ 

wever, be taken very seriously. It is t 
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NOTES OF THE WEEK 


Persia’s “ Exhausted Patience ” 


The one rueful advantage to be derived from the Persian 
Government’s inconsequent behaviour is that world sym- 
pathy, which was a month ago with Persia, has shifted on to 
the side of Britain. It is worth making an inventory of the 
cquses of this change. The principal one is the inability of 
Dr Mossadegh’s team to do more than ordain successive time 
mits within which the oil company’s present management 
must stand and deliver, coupling the injunction with the 
assumption that all company servants in Iran—the 3,000 
British as well as the 55,000 Iranians—will quietly go on 
working the machine while inexperienced Persian directors 
decide what to do with it. But the British have made some 
contribution to the shift. 


First, the British Government has become specific about 
what it can and cannot do. It has admitted the principle of 
nationalisation ; it is a pity it did not do this earlier, and that 
Mr Morrison hedged his statement with brackets and qualifi- 
cations that should go without saying. But there is virtue in 
being categoric and official. Simultaneously, the company 
has “out of respect to the Persian Government ”’ fallen in 
with a request to meet its representatives and to hear their 
plans without commenting on them. Thirdly, the British 
Government has drawn world attention to what it believes 
to be the strength of its case in law by laying it before the 
International Court of Justice. This is, at the present pace 
of events, an academic gesture since the Court takes months 
to get into gear; but it at least challenges the Persian 
Government to state a rival case before impartial judges, 
or else to put itself further into the free world’s bad books 
by refusing to do so. 


There is now a discrepancy between what Dr Mossadegh 
says he is ready to do and what his lieutenants are ordaining. 
He has talked with the British and American ambassadors ; 
now his followers are attacking him for doing so and even 
labelling him a “ tool of Britain.” That is the measure of 
their fanaticism. He is said to be prepared to discuss the 
method of taking over operations. His Finance Minister has 
ordered a three-man delegation to proceed to Abadan and, 
whether or no the company has “ any suggestions to make 
that are not contrary to the nationalisation law,” at once to 
exercise “all authority with respect to the exploitation pro- 
duction and marketing of oil.” The Prime Minister, by 
contrast, has said something about accepting a mission to 
negotiate implementation of nationalisation, if it were to 
consist of the two directors of the Company who were 
appointed by the British Government. 


The virtue of Dr Mossadegh’s maligned conversations is 
that they have thrown some light on the element of cross- 
purpose which has hitherto marred all prospect of discussion. 
They reveal that Persia will discuss only supelics to customers 
and compensation to be paid to the British company. They 
do not narrow the gap between this attitude and the British 
view that a unilateral act, entailing taking over first and 
discussing afterwards, is neither a lawful nor a workable 
arrangement. They afford little or no more cause for 
optimism than there has been for a month past. The same 
sad conclusion is reached, from quite another angle, in an 
acticle on Persian opinion on page 1301. 

* * ® 


The Baghdad Negotiations 


_, Will the Persian fever spread to other oil areas of the 
Middle East ? Only if the Mossadegh technique produces 
results, At present it has not done so, and negotiations for 
‘evision of the terms on which derives its oil revenue 
ate proceeding smoothly, though slowly, next door. — Its 


Premier, Nuri Pasha, has announced that his government has 
agreed in principle with the Iraq Petroleum Company on a 
new level of royalty payment; but he has a weakness for 
premature announcements, and this is one of them. The 
foundation for it is the fact that most of the major oil com- 


_ panies in the Middle East are now keen to fix an overall 


rate of payment per ton extracted that will be the same for 
all concession-owners. They see that they will have no peace 
until they do so. Therefore every oil-producing state is on 
its way to getting payments at least as large as those secured 
by Ibn Saud in December, which work out at an overall 
average of about 30s. per ton. 


The figure now being discussed in Baghdad is said to be 
ranging as high as 34s. What is not agreed, and is still in 
great debate on all sides, is how this total shall be reached. 
Shall it be made up of increased royalties alone—a method 
that would be simple, because it would involve no alteration 
of existing agreements or laws, and no ratifications by parlia- 
ments ? Or shall it be made up of royalty plus tax ? The iatter 
method is popular with some operators as it enables them 
to secure exemption from taxation at home and so, as it were, 
to transfer some of the burden of increased costs on to the 
home taxpayer. American tax law is in this respect generous ; 
British law is much less so, French law less so still. At 
present, the gravest handicap to speed of negotiation in 
Baghdad is the mixed nationality of the oil firms partici- 
pating in the Iraq Petroleum Company, and the necessity of 
reconciling the interests of British, American, French and 
Dutch participators, not to mention tackling four different 
treasuries, before conclusions can be reached. 


It might be disastrous if technicalities of this type were to 
retard agreement and if Persia, by lawless methods, were to 
get spectacular results before law-abiding Iraq. Yet there 
are risks that they will do so, for the Iraqi parliament dis- 
perses within a matter of days for its long summer recess. 
To reach an agreement that does not require its ratification 
—a simple gentleman’s agreement with Nuri Pasha—would 
be unwise, for he is not always Prime Minister. Therefore 
final agreement before autumn does not look likely; the 
more is the pity. Work at speed to proffer Iraq a new agree- 
ment covering both money and partnership (and containing 
a most-favoured-nation clause for use in the event of better 
terms being agreed with Persia by Anglo-Iranian) would 
have presented two immense advantages. It would have 
shown the Persians the virtues of negotiation ; and it would 
have observed the simplest principle known to nursemaids 
and statesmen—reward the sober, not the violent charge. 


x = x 


Stalemate at Westminster 


Sluggishness has pervaded the atmosphere at West- 
minster, where Parliament has reassembled for the final eight 
weeks’ work before the summer recess. The tensions which 
have been so apparent since the general election have sud- 
denly slackened, if only for the time being. The Conserva- 
tives have run out of ideas for bringing the Government 
down in the House by harrying or by shock tactics, and are 
no longer hopeful of forcing an election before the autumn, 
if then. Mr Attlee’s reorganised Ministry, having survived 
the first impact of Mr Bevan’s revolt, is settling down to 
make the most of a further period of office, with only the 
committee stage of the Finance Bill as an immediate parlia- 
mentary problem. The other two issues that might have 
caused real difficulties—the Bill to nationalise the sugar beet 

ing industry and the Bill to overhaul the emergency 
islation—have both been shelved, and will not appear at 
Westminster before the summer recess. 
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Mr Attlee also appears surprisingly unperturbed about the 
prospects of Bevanism ing any real progress in the 
Labour movement- outside Parliament. It is still impossible 
to give an accurate estimate of the support which the Bevan- 
Wilson wing have secured, because the formulation of 
opinion inside the constituency parties takes place slowly. 
The first reliable indication will be the nature of the resolu- 
tions put forward in the next six weeks for the party confer- 
ence at Scarborough. Meanwhile the Government is adopt- 
ing a wait-and-see policy, and will make no move unless a 
real storm begins to brew on the Left. If that does occur, 
Mr Attlee, Mr Morrison and the other more moderate leaders 
will probably react by making a series of speeches in the 
country just before the party conference. 


This same caution marks the appointment of Lord Paken- 
ham as a successor to Lord Hall, who has resigned because 
of health and age. Mr Attlee has once again opted for an 
able administrator rather than for a political leader. The 
effect of this, and of the other recent appointments, is to 
strengthen the Government as an executive body, but to 
weaken it as the leader and formulator of opinion inside the 
party. This may lead to difficulties at Scarborough in Octo- 
ber, when Mr Morrison and Mr Shinwell will have to carry 
the main burden of rallying support for the unpopular policy 
of rearmament. 


The Tories for their part are groping anxiously for issues 
on which to keep controversy alive, but they have wisely 
desisted from making Persian oil one of these areas of 
battle. On the Finance Bill their backbenchers will do their 
utmost to keep the Government up and to wear it down, 
and a splutter of anger can be expected from the Liberals and 
the Labour backbenches over the renewed exiling of 
Tshekedi Khama. But the present political outlook other- 
wise bears a strong resemblance to the cold greyness of 
Festival weather. 


* * * 


Planning Defence 


The report of the Select Committe: on Estimates on 
rearmament, which is discussed in more detail on page 1315, 
reveals yet again that paradoxical defect of the planned 
economy—apparent unwillingness to plan effectively in those 
very fields where, by general consent, planning from the 
centre is indispensable. The rearmament programme raises 
problems of finance, of administration, of the allocation of 
real resources both between different Service needs and 
between defence and civilian production, while each of these 
problems in turn raises questions of phasing and balance. 
_ Historical evidence makes it clear that their solution, singly 
or as a complex, cannot be left to market processes, that: it 
is not enough for governments to place their orders and let 
nature do the rest. Here, if anywhere, it is essential to have 
a clearly thought-out, internally consistent and externally 
realistic plan. 

The report makes it clear that such a plan is far to seek. 
It should surely not be necessary at this date for the Select 
Committee to recommend 


ordering the more readily available stores this year so as to 

ensure that the moneys provided in the current Estimates 

may be spent to the best advantage in preparation for the 

higher Estimates which must be expected next year, 
Nor should it have to point out that the construction of new 
television transmitters generates a new civilian competition 
for the scarce materials required for Service electronic 
apparatus, nor to put its finger on the steel scrap shortage 
and suggest a revision of prices “as a matter of urgency.” 
These are matters which the ers themselves, rather 
than their Parliamentary watch » should have looked to 
Jong ago. 

Doubtless some of the incoherence of the arms programme 
results less from inadequate appreciation of the need for 
consistent planning than from political and psychological 
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impediments now at least partly removed. The idea of pain- 
less rearmament has died hard and left a legacy of confusion 
Even the most complete single-mindedness might well {,i) 
to avoid wastes and false starts ; the evidence of the depart. 
mental witnesses before the committee is enough to dispel 
any illusions about the difficulties confronting the pro- 
. But those difficulties have been gratuitously multi. 
plied by the Government’s predilection for taking three 
bites at a cherry—or three nibbles at a distasteful pill, 


* * x 


Lorry Drivers’ Strike 


The unofficial strike of lorry drivers employed by the 
Road Haulage Executive is yet another example of the 
opposition of workers in the nationalised parts of the trans- 
port industry to any attempt to improve efficiency. There 
had been complaints on the one hand from drivers themselves 
about the lack of repair and other services on the roads, and 
on the other hand from customers of delays in deliveries 
and irregularities in the running of British Road Services, 
The Executive therefore decided, with the concurrence of 
the unions concerned, to introduce uniformed patrols on 
the model of those of the Automobile Association to assist 
drivers in need of help and to supervise the lorries on the 
roads. The men chose to regard the patrols as “ snoopers” 
and some 12,000 drivers, chiefly in the Midlands and the 
south of England, went on strike, refusing to return to work 
until the patrols are withdrawn. 


The Road Haulage Executive has very properly stuck to 
its guns. The patrols are a sensible and necessary innova- 
tion. The fact that they are uniformed and that their cars 
or vans are clearly marked removes any question of under- 
cover “snooping”; the unions were consulted and agreed 
to the scheme as long ago as last March, so there is also no 
question of the scheme being forced through against the 
wishes of the drivers’ representatives. Indeed, it 1s difficult 
to make out any case at all for the strikers. 


It may be that the scheme was not explained clearly 
enough by the union officials and the depot managers; 
several garbled versions were given at one mecting of the 
strikers, Or it may be that the men fear that the free and 
easy way in which they have been allowed to work hitherto 
will be brought to an end by the patrols. But neither 
explanation is an excuse for striking. Once again one is left 
to wonder just what failure in industrial relations has 
occurred that can lead to a senseless strike which may cause 
dislocation out of all proportion to the ostensible cause of it. 


* * *x 


Tibet Capitulates 


Tibet has now concluded an agreement with China 
which, while providing for its nominal autonomy under the 
rule of the Dalai Lama, gives Peking military control of the 
country and the exclusive right to conduct foreign relations. 
The Lhasa authorities have, in fact, accepted a Chinese 
protectorate as the only alternative to the outright conquest 
which—as the events of last year demonstrated—-they wer 
unable to resist without the military assistance that India 
was unwilling to give. The Communist press and radio are 
now jubilant over “the peaceful return of Tibet to the 
Chinese motherland.” China is really the motherland of the 
Tibetans rather less than England is the motherland of the 
Irish, for the Tibetans are quite different from the Chines 
in language, religion and culture, and have been independer 
for the greater part of their history, including the last 3} 
years. In Communist eyes, however, there can be no objec 
tion to the armed conquest of a weak and inoffensive nation. 
if its rulers are not of the Communist faith ; it is 7 
“ imperialism,” but “liberation.” It must be admitted ~ 
the political system of Tibet—a country hitherto seclud 
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from the world by its mountain ramparts—is of an extremely 
archaic feudal-ecclesiastical type, and anyone who might have 
wished to help Tibet preserve its independence could not 
have talked about defending democracy there. But influences 
of the modern world were already penetrating Tibet ; if left 
to itself, it would doubtless have made its first steps in 
modernity about as weli as Afghanistan or Abyssinia. 


In view of the hold which the lama priesthood has on the 
Tibetans, it is only prudent for the Chinese Communists to 
begin with a system of indirect rule and work through exist- 
ing institutions. They have already exploited an opportunity 
for driving a wedge into the old order by taking over the 
Kuomintang policy of supporting the claims of the Panchen 
Lama against the Dalai Lama in the old feud between the 
two principal offices of the Tibetan religious organisation. 
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The new agreement guarantees the rights of the Panchen 
Lama and he will be under special Chinese protection. The 
agreement further gives Peking wide scope for interfering in 
Tibetan administration to promote “ reforms,” for although 
itis laid down that these are to be such as are demanded b 

the Tibetan “ people,” there can be no doubt that they wil 
in fact be whatever is proposed by local Communist groups 
with the backing of the Chinese military and civil authorities. 


The decisive factor will be the incorporation of the Tibetan 
forces in the Chinese army, as provided in the agreement, and 
China’s responsibility for the defence of Tibet. This will 
mean Chinese Communist outposts on the frontiers (partly 
disputed) of Tibet with India, Bhutan, Nepal and Kashmir. 
No spectacular developments on these fronts are to be 
expected in the immediate future, but the capitulation of 
Tibet is likely to increase the political malaise due to recent 
events in Nepal and Kashmir. It may not be very long 
before India has cause to regret the failure to preserve an 
independent and friendly buffer state on its northern border. 


* * * 


Auto da fé in China 


The revolutionary terror in China is now in full flood. 
Its close connection in propaganda with the “ Aid Korea and 
Resist America | ” campaign indicates that the heavy strain 
of the Korean war and the lack of victories during the last 
ew weeks have made it expedient for the regime to resort 
‘0 wholesale proscriptions, which at once intimidate opposi- 
ion and stimulate the ardour of the faithful. The massacres 
“re carried out with all the horrible apparatus of modern 
Publicity. Batches of the accused are “tried” before mass 


“eetings of many thousands of people, who are harangued 
‘or hours on end by Communist orators and then unanimously 
Vote for the required death sentences. 

The proceedings are broadcast by radio and it was proudly 
declared that an “ accusation rally” in Canton had been 
‘roadcast to 700,000 listeners over 229 public loudspeakers 

49,000 private sets. In Hangchow 50 “counter- 
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revolutionaries.” were condemned to death after mass trials 
said to have been attended by 110,000 people. Cities are 
being combed by “street teams” for locating “ counter- 
revolutionaries,” and factories and schools are being required 
to set up “extermination committees” for rooting out sub- 
versive elements. People are now being tried and punished, 
not merely for current offences, but for crimes of the remote 
past, including participation in the Kuomintang suppression 
of the Communists in 1927. Denunciations are encouraged, 
and even demanded, as proof of loyalty to the regime ; and 
Hangchow radio holds up as a model for emulation a 14-year- 
old schoolboy who denounced a member of his own family 
and was rewarded by the Youth League with the gift of a 
fountain pen. 


There can be little doubt that the victims of the present 
wave of revolutionary terror in China include many indi- 
viduals who, in consequence of their part in past misrule and 
oppression, had become objects of popular hatred. The 
“ counter-revolutionaries ” so far are identified as Kuomin- 
tang agents, “ bandits,” former “despots” and leaders of 
“reactionary religious sects” (that is to say, the various 
secret societies of religious origin which have always been a 
feature of Chinese life). All revolutionary precedents suggest 
that sooner or later “ counter-revolution ” will be discovered 
in the most unexpected places. The terror of the French 
Revolution began with aristocrats and tax-farmers of the 
ancien régime, but it did not stop until it had devoured the 
popular champions of 1789, then Danton and. Desmoulins, 
and finally Robespierre himself. The terror of the Russian 
Revolution was first directed against the bourgeoisie and 
White Guards, but in the end it destroyed also Zinoviev, 
Bukharin and Yagoda. It would be a bold insurance com- 
pany which would speculate on the life of anyone now 
prominently associated with the “new China” at any leve 
but the highest. 


* * * 


The Saar Menaces the Schuman Plan 


M. Schur-en and Dr Schumacher must share the blame 
for the fact * a’. the Saar now threatens to prevent the 
Federal Gertzas Parliament from ratifying the Schuman 
Plan. The German Social-Democrat leader made the Saar 
the spearhead of his violent attacks on the Plan, but the 
French Foreign Minister appeared a few weeks ago to have 
successfully blunted Dr Schumacher’s barbs. Now, how- 
ever, he has placed the Federal German Chancellor in a 
position where it is very difficult for him to refute his bitter 
opponent, who has many adherents in the ranks of other 
patties. 


M. Schuman has made the mistake of sending a letter to 
the Saar Premier, which led Herr Hoffmann to ban the Saar 
Democratic Party. Previously, a demonstration of this 
German nationalist opposition party had been banned, and 
Christian-Democrat representatives of the Bonn Parliament 
had been prevented from attending. Still earlier, feeling 
had been roused by Herr Hoffmann’s action in expelling 
over two thousand Germans. All these undemocratic 
measures were recounted by Dr Adenauer in his speech 
to the Bundestag last Wednesday. No German Chancellor, 
with his strongest opponent challenging him to a contest in 
patriotism, could do less than denounce them. French 
policy has failed to live up to the principles of democracy, 
and will find it hard to recover the influence for good in 
Western Germany that it had at the time M. Schuman pro- 
posed his experiment in European unity. 


Dr Adenauer dealt wtih the whole question of the status 
of the Saar. He sharply rejected the French idea of creat- 
ing a second Luxemburg out of this territory and demanded 
that all restrictions must be removed which would preju- 
dice a decision about its future when a peace treaty Is nego- 
tiated. The weakness of this demand lies in the fact that a 
peace treaty is still a matter for the vague and distant 
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future, and the situation in the Saar cannot be expected to 
remain frozen in the meantime. The urgent need at the 
moment is to save the European Iron and Steel Community 
from being strangled at birth by the Saar contestants. One 
outlet for tempers 
should be used: 
France’s own creation, 
the Council of Europe. 
M. Spaak has visited 
Bonn and reminded 
the Germans that they 
now have a forum for 
their complaints. They 
should make full use 
of it. For the more 
remote future, it is 
evident that a satisfac- 
tory solution for the 
problem of the Saar 
can only come if the 
economic integration 
of France and Ger- 
many, envisaged in the 
Schuman Plan, not 
only comes to fruition, 
but leads on to some 
form of political union. Nothing will come of leaving a 
French policy confronted with a German policy. If history 
is not to repeat itself there will have to be a European policy 
for the Saar. 





* * 


The Obsequies of Co-partnership 


The debate in the House of Lords on Lord Cecil’s 
motion regretting the end, under nationalisation, of the South 
Metropolitan Gas Company’s co-partnership scheme raised 
questions far wider than that with which it was ostensibly 
concerned. The scheme in question comprised not only 
the profit-sharing arrangements common in the gas industry 
but an active participation, by the election of three directors 
out of nine on the Board, of workers in managerial respon- 
sibility. The question of its possible continuance was left 
open at nationalisation, two years being allowed for dis- 
cussien between the area board and the unions concerned. 
The two years having elapsed, the scheme has been 
terminated ; the present workers, but not newcomers, will 
receive for the next fifteen years a bonus on wages equivalent 
to receipts under the last year of profit sharing, and workers’ 
representation on the Board is being replaced by the usual 
system of consultation committees at works level. 


There is obviously no room for profit sharing in an 
industry whose governing directive is to break even, taking 
one year with another. The workers’ claim to a share in 
increased prosperity becomes merely one among the data 
determining the break-even point. nomically, they may 
be no worse off as a result. Nor, on paper, is there any 
reason why less sense of participation, less individual 
responsibility and common solidarity with the concern, 
* should be elicited by an ideal system of consultative com- 
mittees than by the knowledge that workers’ representatives 
are helping to shape policy at the top. Paper constitutions, 
however, are not the whole story. e¢ sense of participa- 
tion is a tender growth. Where a system of consultation, a 
co-partnership scheme, or any other means of fostering it, 
are the genuine expression of a will to co-operate and of an 
appreciation of the human needs and dignity of labour, it 
will flourish. Where either is a mere piece of decoration, a 
facade on the solid structure of private or official autocracy, 


it will certainly be lacking. There is of evidence that 
the elaborate consultative apparatus other nationalised 
industries is generally justly dz unjustly, as such 
a facade. The gas industry, with its traditions, may 
well do better ; but it remains parado t nationalisation, 
so much of whose moral impetus has derived from a 
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desire to raise the worker’s status from that of a 
cog, should in this instance have destroyed an 
more successful in raising that status than any y 
under public enterprise. This is sacrificing the 
for the shadow. 


mechanical 
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Substance 


* x i 


Italy Votes 


The first batch of Italian local government elections hes 
produced results which will probably not give any great 
satisfaction to either of the two big parties, the Christian 
Democrats or the Communists. On the other hand, they 
have registered a sufficient check to the Communists 
encourage both Italy’s friends abroad and the central govern- 
ment. The Christian Democrats have lost votes but, by 
means of electoral alliances with the newly united right-wing 
Socialists and with the Republicans, have won more power, 
The Communists, in alliance with the left-wing Socialists, 
have slightly increased their poll compared with the general 
election of 1948, but have lost control of several of their 
main strongholds. For the smaller parties, the features of 
the voting so far have been the relative success of the 
Republicans and the sharp increase in the neo-Fascist MS] 
vote in the area of Milan. 


None of these results was entirely unexpected. A Com- 
munist collapse was more than anyone could have seriously 
hoped for, and the moderate increase in the left-wing pull 
can be largely attributed to the growth in the size of the 
electorate ; Communist figures are a good deal lower than 
at the last municipal elections in 1946. A fall in the Christian 
Democrat poll was to be anticipated, after the party’s three 
years in power in the central government and the five and 
a half years premiership of its leader, Signor De Gasperi. In 
terms of actual local government control the Communists 
have suffered several remarkable defeats. The outstanding 
one is the loss of their majority in the great strategic port 
of Genoa, one of the main Communist areas in Italy and 
hitherto barred to the landing of American arms supplied 
under the Atlantic Pact for that reason. They have als 
barely retained a majority in Bologna, the capital of “red” 
Emilia, and have lost their grip on Milan, Venice, Ancona, 
Ravenna, Cremona, Novara, Forli and several other sizeable 
towns. 


It is clear that the electoral alliance of the anti-Communist, 
pro-government parties, about which there was a good deal of 
doubt and wrangling in the weeks before the election, has 
paid good dividends. The efforts to secure a high attendance 
at the polls have also been successful. The Communists had 
been hoping for a low poll ; instead it has been over 80 pet 
cent in most areas and in some over 90 per cent. The next 
batch of elections takes place on June roth, and includes 
Turin, Florence and several towns in southern Italy ; after 
that there is to be another batch later in the summer. It 
would therefore be wrong to count too many chickens at this 
stage. There is still, for instance, a real danger that the 
moderate anti-Communist parties may be more heavily 
eroded from the extreme right. But the Communist grip 02 
Italian local governmentrhas certainly been loosened enough 
already to provide a welcome stimulant to Rome and a moral 
reinforcement of its known policies both abroad and at home. 


* * x 


End _ of a Polish Corridor 


Less than six years after the establishment of the new 
Soviet-Polish frontier the Soviet Foreign Secretary Mr 
Vyshinsky and the Polish Vice Premier, Mr Zawadski have 
recently signed an agreement for a small territorial readjvst- 
ment between the two countries. The area involved is only 
480 square kilometres on cach side ; it is ees 
accompan’ as it was before alteration. S 
tian Sesto seelaal and will be allowed to take aay 


all movable property ; only real estate, industrial equipm™ 
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The Mark VII 
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Features. Body design of unparalleled beauty with greatly increased ac- 
commodation « Capable of speeds in excess of 100 m.p.h. « Supremely 
snooth and silent e Wide ranging visibility e Enormous luggage space 
17 cu, ft.) ¢ Vacuum Servo-assisted Brakes e Light, positive, accurate 
seering, Press Opinions. “A world beater . . . if ever there was one” 
Dey Ma’, “ Unmistakably British yet with most modern lines” (T Ties) 
“A sleek, streamlined six seater with every luxury fitment imaginable ” 
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JAGUAR 


THE FINEST CAR OF [TS CLASS IN THE WORLD 
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a man’s world—where in the smoke clouds there is 
no nonsense about sex equality, no question of who 
is the Lord of creation, and, if there is any conver- 
sation at all, no inhibitions. This is the world that 
Sobranie Pipe Tobaccos serve—with a long slow 
smoke which brakes the whirl of events, and a satis- 
fying full flavour that makes connoisseurs of us all. 
The traditionalist will swear by his Mixture, the 
progressive will be just as persuasive about his 
Virginia No. 10 with its touch of cigar leaf as the 
added touch of genius. Both will be fundamentally 
at one in their devotion to Sobranie .. . 
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A man capable of taking the British fleet 
into action, or cornering the wheat 
market in Chicago, or being a policeman 
in Cairo, would be reduced to a plaintive 
mass of self-pity by a day spent in a pair 
of shoes one of which had a rubbing heel. 
It is one of the blessings of Lotus shoes 
that they make friends with a man at 
once. 


LOTUS SHOES 


FOR ALL MEN AND MOST OCCASIONS 
MADE BY LOTUS 


43/44 NEW BOND ST: W.1 





Truly luxuriously! 


Australia and New Zealand are so close to England that you 
ate there almost before you can say “ truly luxuriously ”. 

Try it for sound yourself —“sruly laxuriously”, Not because 
it’s clever, but because it’s worth remembering. 

British Commonwealth Pacific Airlines operate a luxury 
sleeper service (no extra charge) across the Pacific from San 
Francisco and Vancouver to Sydney and Auckland via Honolulu 
and Fiji. (No need for even six-footers to curl their toes, hug 
their elbows or bump their heads !) 

Excellent connections are available from London, Glasgow 
or Shannon via New York or Montreal. And the fare? The 
same as by any other air route, 


PARES : Sydney £260 singh, £468 
return, Auckland £279 single, £302.40 
return. (Imchedes dollar allowance for transit 

expenses.) Book through any accredited Travel 
Agent or through B.O.A.C., our General 
Agents in the UK. (telephone: ViChoria 2323), 





BRITISH COMMONWEALTH PACIFIC AIRLINES LIMITED 
in co-operation with B.O.A.C., T.C.A., T.W.A. 
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and railway facilities are to be left on the spot. The agree- 
ment was disclosed last week and was i iately hailed by 
the Polish press as an example of co-operation as practised 
by the camp of “ democracy and socialism” and contrasted 
with the “jungle law ” of western diplomacy. It was Poland, 
the weaker brother, that asked for the transfer—Polish com- 
mentators assert—and Poland is also the main beneficiary, 
since it gets the oil-bearing strip from the Drohobych area 
in for the 
Lal ercalurl land to the 
south-east of Lublin. 
WARSAW b On closer scrutiny, 
however, the argument 
proves specious. True, 
Drohobych, ceded to 
the Soviet Union in 
1945, was the main 
centre of oil produc- 
tion in prewar Poland. 
The total area now 
produces slightly more 
than 300,000 tons of 
crude oil per annum. 
The small strip now 
given back to Poland is 
unlikely to contain very 
large oil deposits and 
will certainly not re- 
duce to any appreciable 
: —— extent the shortage of 
petrol in p t-day Poland, which produces only one-third 
of the oil it requires. On the other hand the railway linking 
the ex-Polish towns of Kovel and Lvov passes through the 
area now surrendered by Poland to the USSR. Thus, 
thanks to the present agreement, the whole of the railway 
line will lie in Soviet territory. Hence it appears that the 
Soviet rulers have asked the Polish Government to make 
the request so as to enable the Russians to show their genero- 
sity. Yet what seems even more interesting than this 
masquerade of magnanimity is Soviet suspiciousness. After 
several years of “ close co-operation” it appears that Stalin 
is still so mistrustful of his postwar allies that he is willing 
to sign a special agreement so that Soviet trains do not have 
to pass through a few miles of Polish territory. 





* x * 


Malan versus Malan 


Capetown was the scene of rioting and street fighting 
this week, when the spectacular demonstrations against the 
Cape Coloured Bill reached their climax in a torchlight pro- 
cession to the Houses of Parliament of ten thousand marchers. 
The nation-wide protest of ex-Servicemen pledged to defend 
South Africa’s constitution was started only a few weeks ago 
by Group Captain “ Sailor” Malan, a Battle of Britain pilot, 
and rapidly gained thousands of adherents. Torchlight pro- 
cessions have paraded throughout the country, and from 
twelve towns “ commandos,” consisting of convoys of jeeps 
packed with uniformed ex-Servicemen and followed by 
scores of cars and lorries, converged on Capetown bearing 
their resolutions of protest. The Capetown demonstration 
ended in clashes with the police, causing some dozens of 
casualties. There were heated scenes in the South African 
Assembly when the ition called for, and was refused, 
a judicial inquiry into riot. 

In spite of this remarkable upsurge of feeling, there is little 
pens suites Sasa: sunt i Gillie enesesie Sinead 
p to Senate, ¢ its validity was again 
by the Opposition ; but the President of the Senate ruled. 
in the same terms as the Speaker of the Assembly, that the 
Statute of Westminster had released the Union Parliament 
from the legal limitations of the South Africa Act, giving 
Parliament absolute sovereignty to ignore the entrenched 
clauses in the constitution. agitation is now moving 
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beyond the particular issue of the Coloured Vote, in the hoa 
that further threats to the constitution are bound to come 

At the Capetown demonstration Group Captain Malan 
accused the Nationalist Government of being composed of 
men “ who had pinned their faith in a Nazi victory.” This 
bitter expression of the deepening cleavage within the white 
population itself must be taken together with the recep: 
statement of Dr Malan that he regarded the attainment of ; 
South African Republic as the ultimate ideal of his party: 

We shall never see the end of the divided loyalty among 

a section of our people until we have a form of government 

that is wholly ours and until we free ourselves from what js 

alien to us. 

There is no suggestion that he intends an immediate intep. 
sification of the campaign for a republic, but this fina 
struggle is only too to be brought closer in Soy) 
Africa’s present state of tumult and recrimination, 

* * * 


Old People in Work 


A report of the Social Survey published last week gives 
some interesting information on the employment of people 
between the ages of §5 and 74. Fewer old people were a 
work than in 1945—a fact which reflects the end of wartime 
opportunities more than the higher pensions introduced in 
1946. In 1950, older men formed a slightly higher proportion 
of the total employees in the textile industries, public utilities 
and miscellaneous services than they did of other industries, 
and the proportion of them in managerial posts and in 
unskilled work was also relatively high. Of the older women 
40 per cent worked in miscellaneous and personal service 
industries—nearly twice the proportion of working women 
of all ages. This group will inc part of the vast army 
of “chars,” many of whom go on working until they ar 
60 or Over. 


More interesting still—if less reliable, for people are not 
good at analysing their own motives and feelings—is the 
account of the attitude of old people to their work. Sixty-two 
per cent of men in full-time employment said they did their 
work easily, whilst 36 per cent found it a strain ; and approw- 





NUMBERS OF OLDER MEN AND WOMEN IN EMPLOYMENT 
(As percentage in each Age Group) 





mately the same proportion of women found their wor 
a strain. Of those older people who actually were working, 
49 per cent said that they were working because they mus: 
many said preferred it, too ; and of those whe 
were entitled to a pension the proportion of those who «aid 
they must work was still as high as 32 per cent. “Mus 
does not, of course, mean “ must work to live,” since people's 
ideas of minimum standards vary. Of those who had give 
up work, 37 per cent of the men and 20 per cent of the 
women said they would like to have gone on working ; and 
most of these, especially the women, would prefer part-m 
onenet: Not all of them, however, had tried to s! 
wor 
Today’s problem is to make the best use of those 10 our 
ageing population who are willing and able to work 


“ : if 
retiring age. The report provides data for two relevant, | 
fairly cimahrsiect. The first is that there should 
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be amore flexible approach to the fixed retiring age. About 
, third of the men between 55 and 74 said that their firms 
imposed a retiring age, and of these about half said that they 
would have liked or would like to stay on beyond it. The 
gcond conclusion is that while many people are willing to 
go on working because of financial necessity or because they 
ike it, fewer would go on working solely for the sake of a 
bigger pension on retirement. Less than a third of those now 
pelow pensionable age said that they would do so for that 
reson. Even the raising of the addition to pension from 1s. 
to 1, 6d. for every six months” extra work, now offered under 
the new National Insurance Bill, will be a very small incen- 
‘ive. To work amd pay contributions will seem to many 

ple a less attractive ition than to draw a pension 
at the earliest possible moment and to earn up to £2 a week 
by part-time or casual work. 


* * & 


Management in Local Government 


Much is heard about the decline of local government. 
It is important to remember, as Mr J. E. MacColl points 
out in a recent study,* that local government absorbs about 
5 per cent of the national income and employs 6.3 per cent 
of the civilian population compared with 4.9 per cent in 
the central government service. Efficient management in 
local government is clearly important. Mr MacColl gives 
a shrewd analysis of the obstacles to efficiency, but he is 
less ready with suitable remedies. 


A central problem is the relation between councillors and 
officers. Elected representatives are today drawn from all 
classes, and although the new pattern may be democratically 
more healthy than the old one of aristocratic leadership, 
friction is liable to arise through the blind assertiveness of 
councillors who are made to feel their intellectual inferiority. 
The very complexity of administrative issues today adds to 
the difficulty of securing a democratic control over local 
affairs which is other than prejudiced and sporadic. Mr 
MacColl’s solution is to get local government regarded (pre- 
sumably by the officials) “as an experiment in adult educa- 
tion.” The danger of this is that it savours of that intel- 
lectual condescension which is part of the cause of the trouble. 


Mr MacColl also puts in a strong plea for more effective 
co-ordination between the nts of a local authority 
than the present system possible. This, however, 
might involve drastic changes. It would be necessary for the 
chief officer to wield much stronger powers than are now 
exercised by most clerks to the council, and it might lead 
to the replacement of lawyers by a new cadre of general 
administrators in this crucial If, however, the work 


! ae continues to be transferred to Whitehall, 
ere will cause for any big changes and the quality 
o badh comme end eatin GN coctinly declan To 
quote Mr MacColl, 


There may still be interesting work for little men, but the 
a yee te Joseph Chamberlains and Herbert Morrisons 
over, 


* x 
The Tshekedi Affair 


There is far more in the banishment of Tshekedi Khama 
than Meets the eye. Two points arise. In the first place, 
an injustice is being meted out to a distinguished and honour- 
a ruler, Tshekedi was banished from his 

ory, the Bamangwato reserve of Bechuanaland, a year 
iG? When he was alleged to have opposed the marriage of 
's nephew, Chief Seretse, to an English girl; the reason 
ven was that his continued presence in the territory would 
a disturbance. The report of the inquiry on which this 
be Oe was based has never been ished, and Tshekedi 
Ws been given no opportunity to defend himself. He is now 


t Problems in, Local Government, by J. E. 


*Some Managemen 
MacColl. British Institute of Management. 38. 
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asking for a public inquiry, and states that there is no funda- 

mental difference between him and Seretse. He has formally 

renounced all claims to the Chieftainship. The Common- 

wealth Relations Office shows no willingness to grant this 

nays and six weeks of difficult negotiations have broken 
own. 

Secondly, the whole question of the administration of 
Bechuanaland is at stake. There seems no doubt that this 
territory is being badly governed. After Tshekedi 
and Seretse were banished a vacuum was left; the 
policy of creating democratic tribal councils has not been 
pursued vigorously and has met with no success, the Govern- 
ment having failed to secure the co-operation of the tribes- 
men. There is no legislative body of any kind. Bechuanaland 
and the other two Protectorates of Basutoland and Swaziland 
are the only territories under the British Crown to be ruled 
by proclamation of a British High Commissioner. What 
makes matters worse is that the High Commissioner is 
resident in the Union, and has to combine his responsibility 
for the Protectorates with being the mouthpiece of Britain 
to the Union Gevernment, a paradoxical combination of 
functions. Another admitted difficulty is the inadequate 
calibre of the officials in Bechuanaland ; many are South 
Africans, who do not bring to the African’s problem the 
sympathy which is characteristic of the British Colonial 
Service elsewhere in Africa. 

Finally, there is the pressure from South Africa, which is 
never openly admitted, but which is generally believed to be 
the decisive factor. The Union has been claiming the incor- 
poration of the three Protectorates ; amy overt disturbance 
or revelation of maladministration will be grist to its mill. 
It is owing to the Union’s attitude that Seretse and his white 
wife have been excluded ; and the argument is that if Seretse, 
the accepted chief, is out, Tshekedi, the potential rival, must 
be out too. Against this tricky background it is understand- 
able that the Commonwealth Relations Office should fight 
shy of public inquiries, but Britain’s reputation throughout 
Africa is bound to suffer. 


Shorter Notes 


The ing of tension at Westminster was clearly 
reflected in this week’s debate on the Colonial Development 
Corporation. One or two members of the Opposition were 
disposed to nose out scandal concerning the Gambia poultry 
scheme, which is being wound up. But the contrast between 
this debate and those on the Overseas Food Corporation 
could hardly be more marked. Members on both sides of 
the House showed themselves sympathetic to the Colonial 
Development tion and anxious to help it to be suc- 
cessful. On the other hand, in spite of the general good will, 
there were few concrete about the way the cor- 
poration should direct its activities in future. The criticisms 
were as much a collection of “ bits and nieces ” as are the 
schemes of the corporation itself. 

+ 


The Government’s reply to Lord Reading’s motion in the 
House of Lords on W on the financing of hospitals 
was disappointing. Lord Reading asked for the appointment 
of a committee of inquiry into the present system, but the 
Government replied to the effect that hospital accounts are 
investigated by the Public Accounts Committee and by the 
Select Committee on Estimates. This, of course, is far 
from the point. The question is not whether the hospital 
boards and management committees make good or bad use 
of the money voted for them nor whether they have too 
much money voted for them. What one wants to know is 


whether they would better service for the same or less 
money if they had more freedom in fing and were 
allowed to retain their t balances. It is widely held 


that the present method of Ministerial control is cumber- 
some and a direct incentive to overbudgeting. But of this 
the Government showed itself utterly unaware. 
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COLDER THAN 
CHARITY 


o Health Committee deserves praise for wanting 
to rescue lonely old people from “ living dead lives.” 
That is something everybody should want to do, and the 
committee would do well for the whole community, old 
and young, if it simply provided a voluntary organisation 
to focus people’s instincts to act like considerate 
neighbours. 

But that is not how the committee is thinking. It 
wants a few score young women to go round and be 
friendly to old folk—and it talks of paying them for it. 
The intention is good, but the mistake is colder than charity. 
Since when has friendliness been something to buy ? 

What follows? Shall we get to the point when nothing 
is to be expected of the community except to pay for the 
doing of good by somebody else, like the collection of 
rubbish? Will private citizens be told that they mustn’t 
blackleg ? 


A Duty and Privilege 

There is too much of this tendency to regard society as 
something inert that officials do good works to. It isn’t. 
It is a collection of living human beings who have each 
the duty and the privilege to preserve humaneness by 
active humanity. We do not believe that Kent or any 





other part of the British Isles has sunk into such heartless- | 


ness, with church communities so apathetic, and the spirit 
of voluntary service so dead that it cannot see for itself to 
needs of this sort. 

Away with the payment principle and let the goodwill in 
the community be organised. 

There is a footnote to this which all of us might 
ponder. Why are there so many isolated old people 
whom nobody seems to know about? Quite a few of 
them must have lived isolated from the community before 
they were old. Folk who have shared in sociable interests 
of any sort do not usually lack for friends. 

We need to think of putting more than pound notes 
in the bank for old age. We ‘shall ‘need ‘our’ Genk:-of 
friends, * 


Reprinted from the 
editorial column of the 
Daily Mirror of .May 
18. The Daily Mirror’s 
net sale—over four and 
a half million—exceeds 
that of any other daily 
newspaper in the world. 
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Letters to the Editor 


Revaluing Sterling 


Sir,—Mr Scammell, while giving 
seneral support in your issue of May 19th 
ty my proposal for revaluing sterling, 
brings three stated objections—the prob- 
able opposition of the International 
Monetary Fund, the recency of the 
evaluation and the probable opposition 
of the Americans. I do not agree that 
one can assume such oppositions to be 
probable. 


These three objections would be valid 
if the devaluation had been undertaken 
to correct an ordinary kind of funda- 
mental disequilibrium. But in 1949 the 
position of the United Kingdom was 
altogether peculiar; her foreign trade 
was in overall balance ; even her direct 
dollar deficit was smaller in commodity 
terms than it had been before the war 
and probably hardly greater than it is 
destined to be when world trade shail 
have settled into some fairly stable 
pattern. Thus devaluation could by no 
means be justified by the condition of 
Britain’s own economy, but was due to 
her responsibilities as banker for the 
sterling area and countries beyond it; 
she was bearing the brunt of a sizeable 
proportion of the worldwide “ dollar 


shortage.” 


Since 1949 the world position has 
changed radically, while Britain, with 
sterling undervalued in relation to its 
domestic purchasing power, has been 
horribly hit by the worsening in her 
terms of foreign trade, which has been 
partly due to devaluation. Before 
devaluation her terms of trade had 
already depreciated by 18 per cent com- 
pared. with 1938 ; this was probably a 
sufficient adjustment to meet the post- 
war situation. But between devaluation 
and the outbreak of the Korean war they 
deteriorated by another 9 per cent. Since 
then the position has become much 
worse—a total deterioration of some 27 
per cent since devaluation. The burden 
on her factory capacity, due to this, is 
probably heavier than that of re-arma- 
ment, She would have to devote some 
10 per cent of her total manufacturing 
capacity merely to produce the extra 


exports required to buy the same quan- 
tity of imports as before devaluation. 
She cannot both do this and execute her 
arms programme. 


The staff of the International 
Monetary Fund, a highly intelligent 
body, is aware of all this. Of course as 
a general rule it would be most undesir- 
able to have a large change of parity re- 
versed within two years. The status of 
sterling, however, is unique, and the 
devaluation of 1949 took place in com- 
plex and peculiar circumstances ; quickly 
moving events necessitated a remedy 
which may not have been the ideal one. 
For these reasons the fund is not at all 
likely to take a rigid attitude about a 
reversal, 


And as for our American friends—they 
realise that Britain is making by far the 
most important contribution to defence 
outside the United States. If it is well 
explained that her arms programme can- 
not go forward without revaluation, they 
are not likely to cavil_—Yours faithfully, 

R. F. Harrop 

Christ Church, 

Oxford 


The Case for Monetary 
Policy 


Sir,—In the article “The Case for 
Monetary Policy” in your issue of May 
19th you rightly argue that, in any esti- 
mate of the Budget implications of 
higher interest rates, the correct com- 
parison is not with the price level accom- 
panying such rates but with the (higher) 
price level which might obtain in their 
absence. But the subsequent conclu- 
sion that short rates could rise to 3 per 
cent or so before the Budget effects 
were as great as those of a § per cent in- 
crease in the prices of goods and services 
(other than social outpayments) bought 
by the Government is surely illegitimate. 
For the extra burden of interest pay- 
ments is calculated net of the resulting 
increment of tax receipts whereas that of 
higher prices is not. The argument can 
either be confined to Budget expenditure 
effects or it can allow for effects on 


receipts as well ; but one cannot take the 
first standard for one policy and the 
second for another.—Yours faithfully, 
A. R. Prest 
Christ’s College, 
Cambridge 


Sir,—It is argued on page 1185 of The 
Economist of May 19th that the extra 
cost to the Exchequer of a rise in interest 
rates would be more than offset by a 
saving in Government expenditure on 
goods and services. This argument 
would carry more weight if the effects 
of inflation on revenue had been 
analysed as well as the effects on Govern- 
ment expenditure. It would also have 
reached a different conclusion.—Yours 
faithfully, CHARLES KENNEDY 

Queen’s College, Oxford 


Full Employment at 
Strasbourg 


Sir,—Your note in your issue of May 
19th does less than justice not only to 
the record of the British Labour Govern- 
ment but also to the achievements of 
those countries like Belgium, Italy or 
Portugal, to mention only a few, who 
have successfully followed sound liberal 
economic principles. It is simply not 
true to say that it is only “the long con- 
tinuance of the world-wide post-war 
inflation” which has kept (your italics) 
unemployment in Britain (or in Holland 
or the Scandinavian countries) at neg- 
ligible levels. It would have been open 
to the Government at any time during 
the last five years to abolish controls, 
rationing or food subsidies, and, through 
a tight control of credit, to generate 
sufficient unemployment to get rid of the 
last vestige of “inflationary pressure.” 


World-wide inflation or not, Belgium 
certainly managed to achieve as much. 
Following the precepts so frequently 
enunciated in The Economist, she relied 
on a tight money policy, rather than on 
budgetary controis or rationing, for hold- 
ing down purchasing power, and she 
managed to keep unemployment at the 
rate of Io per cent or more. But, as the 
analysis in the last ECE Survey shows, 
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she also managed (along with other 
liberal economies) to keep down the level 
of industrial production below the pre- 
war peak attained in 1929—whereas in 
Britain the pre-depression level was 
exceeded in 1950 by about 80 per cent, 
in Holland by 65 per cent, and in 
Sweden by as much as 140 per cent. 


Again, when the American economy 
experienced a recession in production 
and employment in 1949, the liberal 
economies of Belgium, Luxemburg, 
France and Italy dutifully followed suit: 
in each of these countries there was a 
notable reduction in output and an in- 
crease in unemployment. In Britain, on 
the other hand, the incident was allowed 
to pass without a break in production or 
any noticeable increase in unemployment. 
Surely, in the light of this experience, it 
cannot be maintained that employment 
or unemployment are merely the out- 
come of world economic forces, and not 
of domestic economic policies. 


Contrary to your note, the postwar 
experience of Britain, I submit, does 
provide evidence that unemployment can 
advantageously be “ pushed as low as 2 
or 3 per cent”; and that such a policy 
can be sustained not only without the 
danger of an economic collapse, but with 
a high degree of economic progress. I 
would admit that the policy involved the 
tcleration of some degree of inflationary 
pressure; and that the avoidance of a 
cost-inflation—secured partly through 
subsidies, partly through a voluntary 


wage and dividend restraint—was an 
essential element in its success. I would 
also admit that whether one looks upon 
the postwar experience of Britain with 
pride or with horror ultimately depends 
on one’s view as to aims of economic 
policy. Those who regard maximum 
production, full employment and a high 
rate of economic progress as the major 
ends of economic policy would have one 
view of the matter; those who regard 
“sound money” or “economic free- 
dom” as the ultimate end, might have 
another.—Yours faithfully, 

NICHOLAS KALDOR 
King’s College, 
Cambridge 


{Mr. Kaldor says the Government is en- 
titled to the credit for keeping full employ- 
ment because they have not deliberately 
destroyed it. Does he hold that it is his 
efforts that make his motor car go simply 
because he refrains from putting on the 
brake? The analogy is exact and the point 
is important. We were not concerned with 
imputing praise or blame to any govern- 
ment but with making the point that, if the 
experience of the past six years is taken as 
evidence that governments know how to 
make the level of employment what they 
choose, the world is being misled. If the 
road lies downhill, governments can control 
the speed of the car by putting on the brake 
or not doing so. But that proves nothing 
about their ability to determine the speed 
when the road lies uphill. Of that, it is 
necessary to go on repeating, there is as yet 
virtually no evidence at all. 


And why must Mr Kaldor start imputing 
motives? Cannot he conceive that those 
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who disagree with him may do so becaus 
they believe that his ideas are not those th.; 
are best calculated, in the long run, to pra 
mote maximum production, full empioy. 
ment or a high rate of economic progres<> 
Not that we see anything inherently Wrong 
in economic freedom, or even ig sound 
money.—EDITOR. ] 


Where are the Eggs ? 


Sir,—I am here on holiday from 
exporting eggs from Denmark to the 
United Kingdom and elsewhere. | was 
therefore surprised to read in your issue 
of May 19th that we in Denmark are 
receiving 24d. an egg from Britain at the 
present time. I am afraid there is some 
mistake, as this is not so, 


The contract price at which we are 
now shipping to the Ministry of Food is 
19s. f.o.b. for 120 eggs of the middle 
weight. This price is a little under 24. 
per egg and includes all the costs of 
collecting from the producer, grading 
and packing in new boxes and despatch 
to the port. 


Consequently the producer only gets 
about 14d, an egg compared with the 
British price of 3}d. which you mention, 
and this latter price, I presume, is for 
the unpacked eggs collected at his 
farm.—Yours faithfully, 

Brighton Pout HA.step 
de of 24d. to which Mr Halsted 
refers allows for the cost of shipping the 
eggs from Denmark and also for insurance 
and handling charges.—Epi1or]} 


Books and Publications 


Forwards or Backwards ? 


Machinisme et Bien-Etre. By Jean Fourastié. Les Editions de Minuit, Paris. 


Feeding Ourselves. By Philip Oyler, 


To read these two books in rapid suc- 
cession is to feel a passionate—and mis- 
chievous—desire to bring their authors 
together and let them fight it out. For 
M. Fourastié and Mr Oyler, poles apart 
in style, in experience, in their whole 
mental orientation, treat essentially of 
the same subject: of the relation between 
techniques of production and the quality 
of human _iife. M.  Fourastié’s 
“ Machinisme et Bien-Etre” covers a 
good deal of the same ground as his 
“Grand Espoir du Vingtiéme Siécle,” 
published last year; it elaborates and 
relates to a discussion of basic human 
needs the thesis of the natural develop- 
ment of a growing economy. Science 
increases man’s power over his environ- 
ment, power over environment is ex- 
ploited to increase consumption, but 
neither kind of increase is even in its 
incidence ; productivity rises faster in 
industry than in agriculture, faster in 
agriculture than in direct service, the 
proportions of consumption shift away 
from primary necessities, and notably 
from food, first to industrial products 
and finally to the “tertiary sector.” As 
the tertiary sector grows in importance, 
progress slows and at last virtually 


Hodder and Stou ghton. 


255 pages. 
158 pages. 10s. 6d. 


ceases with the reduction to a negligible 
minimum of the efforts expended in 
those fields where technical advance is 
operative. This interpretation of 
economic history is backed by an enor- 
mous volume of ingeniously assembled 
statistical data, ranging widely over time 
and space, illustrated by vigorously 
drawn examples, and followed into its 
day-to-day implications in terms of 
menus and kitchen sinks, expectation of 
life and the relative prices of haircuts 
and washing machines, town planning 
and the school-leaving age, hours of 
work and sewage disposal. The whole 
western world is moving from a “ tradi- 
tional” to a “tertiary” economy, and 
so much the better. The “ traditional ” 
life was for the vast majority, and still 
is for the vast majority of those who 
still endure it, poor, nasty, brutish and 
short ; life in the “tertiary” economy, 
though never wholly emancipated from 
the economic problem, is rich, free, 
aglow with intellectual possibilities, and 
already to be observed—where ? In the 
suburbs of New York! The typical 
citizen of the happy future, though 
unidentified by M. Fourastié, is Mr 
Gluyas Williams’s Fred Perley. 


The typical citizen of Mr Ovyler’s 


. happy future may be observed, ironic- 


ally enough, in the Dordogne, farming 
a small, scattered holding with im- 
memorial skill. Go thou, says Mr 
Oyler to the harassed and _ thinly 
nourished inhabitants of present-day 
Britain, and do likewise. Terrace the 
hillsides, plant fruit-trees by the high- 
ways, pasture geese on the verges, spin 
your own wool, fertilise the kitchen 
garden with your own night-soil, stop 
thinking about production per man and, 
learning from the Chinese, concentrai¢ 
on production per acre ; and better begin 
now, for Britain’s international trade 1s 
doomed, and her urban civilisation with 
it, and a good thing too. Imports? 
Nonsense. Nettle fibre can replace 
cotton, horses and oxen can replace 
petrol, the whole fifty millions of us can 
live, and live well, off our own, and any- 
one who denies it is probably an agricul- 
tural scientist or an economist, and there 
is no health in him. 

One would like to see a land utilisa- 
tion survey of the British Isles, complete 
with waving fields of nettles, illustraung 
Mr Oyler’s thesis. One would like © 
hear his views on the comparative health 
statistics (expectation of life, infant 
mortality, incidence of tuberculosis) of 
the peasantry of Central France and the 
degenerate suburbanites of modem 
Britain. One would like to refer hm, 
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on his own chosen ground of nutrition, 
to such a record as Sir Jack Drummond 8 
“The Englishman’s Food. One would 
like to divest economics of its red-rag 
quality and induce him to look dis- 
passionately at some of its elementary 
propositions. But one would also like 
‘o be quite sure that he has not, for all 
his absurdities, got hold of the right end 
of the stick; that mankind can with 
impunity relegate its relation with the 
good earth to the status of a minor piece 
of specialisation; that Fred Perley is 
reilly a happier and more desirable 
human figure, expectation of life and all, 
than his yeoman ancestor. Perhaps the 
last word had better rest with M. 
Fourastié: “Nothing is easier (for us 
men who live so briefly) and nothing 
more dangerous, than to take for a sense 
of history what is only the sense of 
certain years of history.” 


An American Prison 


My Six Convicts. By Donald Powell 
Wilson, Hamish Hamilton, 334 pages. 
16S. 


This book contains the memories of 
an American psychologist who worked 
for three years in the Leavenworth 
Federal Penitentiary, Kansas. He was 
helped in his work by six convicts and 
he reports at length, and with obvious 
relish, the tricks they played on the 
authorities, their deplorable wisecracks 
and their views on ethics and penology. 
Their prison tricks are always successful 
and their talk always smart. The book, 
in fact, is Stalky and Co. translated from 
school to prison, Kipling at his worst, 
made far more vulgar and_ infinitely 
more difficult to swallow. 


Whatever American readers may think 
of them, English readers will find the 
goings on at Leavenworth almost in- 
credible. In the three years two murders 
were committed in the prison, in day- 
light, in the open, and under the eyes 
of the prison officials. Until one of them 
was killed in the prison prostitutes were 
smuggled in regularly on trucks, and 
(alter they had plied their trade) were 
got out by the same route. For the drug 
addicts prisoners raised a fine crop of 
marihuana among the flowers and vege- 
tables in the prison garden. A stolen 
refrigerator was brought in by stealth, 
fixed in secret, and used thereafter to 
keep the convicts’ stolen beer at the right 
temperature. Mr Wilson needed a dicta- 
phone, and his convict staff arranged for 
one to be stolen in a distant town, 
smuggled into the prison labgled catsup 
and set up in his office as a delightful 
surprise for a popular psychologist. An 
Italian prisoner organised and controlled 
ftom his cell a race-course racket, work- 
ing through touts and jockeys up and 
down the country. Girl students from 
the neighbouring University came in to 
do social science, and wrote letters im- 
Ploring good-looking prisoners to get out 
_ spend the night at their Sorority 
use, 


Of these Federal Penitentiaries there 
are six in the United States, and in his 
latest Teport the Director of the Bureau 
of Prisons claims to have proved that 


“open institutions can be widely substi- 
tuted for the traditional prison.” If Mr 
Wilson’s memories are even approx!- 
mately correct the difference in America 
between a prison closed and a prison 
open will not amount to much. 


The Authentic Economist 


Henry George, Citizen of the World. 
By Anna George de Mille. North Carolina 
University Press: London, Geoffrey Cumberlege, 
276 pages. 28s, 


There can be little dispute about 
Henry George’s claim to be the most 
original American economist. Others 
may leave a deeper mark on economic 
theory—or even on economic practice— 
and so persist after Henry George has 
begun to bore or to amuse. But none is 
more authentic than he. He is the very 
Walt Whitman of economists. Not only 
does his thought, like Whitman’s verse, 
owe nothing to European models—it was 
no use telling George that the Physio- 
crats had implied as much before him ; 
he had never heard of them. It is also 
rooted entirely in American experiences 
and American needs. It grows out of 
the vanishing frontier of the 1870's as 
directly as Jefferson’s grew out of the 
expanding frontier of the 1790's. All that 
has happened is that the optimism of the 
dawn has given way to the anxiety of a 
later hour. 


This reliance [on the people] cannot 
deceive us as long as we remain virtuous 3 
and I think we shall be so, as long as 
agriculture is our principal object, which 
will be the case while there remains 
vacant lands in any part of America. 
When we get piled upon one another in 
large cities, as in Europe, we shall become 
corrupt as in Europe, and go to eating 
one another as they do there. 


The condition which seemed only a 
remote logical contingency to Jefferson 
in Virginia has become a pressing 
incubus to Henry George in California. 
The outmoded tyranny of primogeniture, 
which Jefferson had seen crumble before 
the onslaught of the Revolution, has 
returned mechanised and magnified, in 
the form of the railroad monopolies 
fattened on land grants equivalent to the 
whole state of Texas. To meet this 
challenge, free lands, the solution of 
Jeffersonian distributism, are no longer 
available. But to the author of “ Progress 
and Poverty” a solution no more 
complex appears equally efficient: the 
taxation of land values. With this as his 
sword, and with a passion for civic virtue 
as his inspiration, Henry George gave 
battle to the Central Pacific Railroad, the 
Associated Press, Tammany Hall, the 
Catholic hierarchy, the Tariff and nearly 
every other ogre of the Gilded Age. 
Now, to a generation no longer bemused 
by the splendours or the terrors of the 
Single Tax, it is the steuggles more 
than the theories of Henry George that 
seem of interest. That, and the passion 
for civic virtue. 


This new biography does not, it must 
be admitted, tell us very much that is 
new about the struggles of its hero. 
Perhaps there is little more to tell; the 
heroic is not necessarily recondite, and 
the original biography by the son was 
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reasonably full. Nor does it stand back, 
es we might be tempted to do, and view 
iis subject entirely afresh.as a redis- 
covered figure. It is, in fact, a posthu- 
mous biography by a devoted daughter 
and what it holds of novelty is con- 
wibuted out of her own youthful 
reminiscences. But it has an engaging 
simplicity and directness not unworthy 
of its subject. It tells its story well and 
with care. If it is not a Morley for 
America’s Cobden, neither is it a Lytton 
Surachey. It gives us George the public 
man, with a few affectionate touches that 
iJluminate the family circle, the whole 
agreeably written and carefully docu- 
mented. To Georgians and non- 
Georgians alike it can be confidently 
zecommended. 


Law from the Left 
The Reform of the Law. Edited by 


Professor Glanville Williams. Gollancz, 
224 pages. 18s, 


Critical studies by Left-wing writers 
are a little outmoded. So many of the 
contributors to the volumes of the 
“thirties are the politicians of today and, 
naturally, where they have failed to carry 
through the reforms they once advocated 
they prefer to remain silent. This, too, 
is a composite volume, by Left-wing 
lawyers, written mainly between 1947 
and 1949. It is well edited. It has con- 
siderable unity in afrangement, but 
something of this former atmosphere 
seems to cling to it; it comes so late in 
the day. It provokes the retort: if all 
these reforms are so needed, what has 
your party been doing these last six 
years? This is unfortunate, for, as the 
editor says in his postscript, lawyers 
suffer from an awful complacency. 

The book covers a wide range, the 
Courts, industrial law, the law 
property and _ leaseholds, marriage, 
Givorce, inheritance and legitimacy, the 
criminal law and the legal profession 
itself, but there are some notable omis- 
sions. The whole section on constitu- 
tional law, delegated legislation and 
administrative tribunals is no. more than 
ecventeen pages; there is little on 
tonopolies and restrictive practices and 
on public corporations, nothing on plan- 
ning and, apparently, the authors think 
there is no need at all to discuss the posi- 
tion of trade unions, their members and 
non-members. The resulting compres- 
sion adds to the unreality of some of the 
suggestions made, because reform is dis- 
cussed in isolation from the wide variety 
of forces that resist it and from the fac- 
tors on which that resistance is based. 
For instance, the authors recommend that 
standard rents of all controlled premises 
should be made uniform and all their 
landlords placed under statutory liability 
to repair, yet they avoid any definite 
.. Statement on whether they believe these 
standard rents should be raised, a most 
relevant point in considering whether 
the landlords’ liability to repair should be 
extended. Again, they urge, as so many 
have, a revision of the laws affecting 
prostitution, but from where does the 
effective opposition to that kind of social 
reform come—not, apparently from the 
party managers of the government in 
power ? 

The struggle inside the book between 


the ideas of the two decades, the "thirties 
and the ‘forties, extends even to its 
central theme—its advocacy for the 
appointment of a Minister of Justice. 
“The reason why so much .. . law is 
out of date . .. is that nobody has ever 
been entrusted with the job of looking 
after it.” Yet “recent Lord Chancellors 
. .. have been converting what was... 
little better than a private secretariat into 
a great Department of State.” There is 
the conflict between the theory that 
unless a vast and centralised new 
Ministry is established no good can ever 
come and the practical fact that an in- 
dividual Lord Chancellor (overworked as 
he admittedly is) can, and does, bring 
jnto effect a very considerable total of 
useful reform. The present Lord Chan- 
cellor has indeed won a lasting reputa- 
tion in this field ; it is very doubtful if 
he would have been able to do as much 
if, in 1946, the Labour Government had 
converted him into a Minister of Justice. 
The most practical suggestion in the 
book is that the office of Lord Chancellor 
should be placed in Commission, which 
would both strengthen the Department 
and give the House of Commons a 
spokesman, other than the Law Officers 
for all the matters for which the Lord 
Chancellor is now responsible. And that, 
pace the authors of this book, is some- 
thing which the Labour Government 
could have done at any time during these 
last six years without the need even for 
a one-clause Act of Parliament. 


Common Sense in Political 


Economy 
A Course in Applied Economics. By 
E. H. Phelps Brown. Pitman. 434 pages. 
26s. 


Few bridges are harder to build than 
that between the ivory tower of the pure 
economic theorist and the terra firma 
(if firma is really the right word) of the 
business world. “We are far removed 
now,” says Professor Phelps Brown in 
his introductory chapter, “from the 
days when general economic principles 
were thought to show of themselves 
what was the right thing to do.” For 
purposes of pure analysis, the economic 
aspect of any human activity, or a single 
facet of that aspect, can be usefully 
isolated and studied; for purposes of 
policy and action, it must be put back 
again into its personal, social, institu- 
tional and political context. This is an 
activity by no means congenial cither to 
the practical man of affairs, who dis- 
trusts the theorist, or to the theorist 
himself, who is apt to find practical 
affairs horribly messy and intellectually 
unsatisfactory. 

Professor Phelps Brown unites to other 
virtues an unusual willingness to be 
explicit about methodology; and he 
builds a bridge which, though it lacks 
the majestic symmetry and mass. of 
Marshall’s “Industry and Trade,” 
would, one feels, have been approved by 
that pontifex maximus of political 
economy. Assuming in his readers a 
fair familiarity with the general shape 
and characteristics of the economic scene 
and a slightly more than elementary 
ecquaintance with the tools of economic 
analysis, he demonstrates the use of 
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those tools on a selected range of 
current problems, their limitations and 
their relationship to value judgments 
thereby both illuminating his chosen 
topics and qualifying the reader to 
tackle others by similar method: 
Everywhere he shows an impressive 
ability to combine intellectual pene- 
tration with horse sense, to set 
the findings of current speculation in 
perspective, and to illuminate difficulties 
with apt example and analogy. (His 
success here is inevitably uneven; his 
chapter on stabilisation policy is 2 
triumph, that on devaluation is very 
sticky going.) This is a book on which 
students and their tutors will yn- 
doubtedly pounce, and which should 
occupy an accessible place on the 
shelves of anyone whose work leads him 
from time to time, to lament that he has 
not kept abreast of modern economics. 


The British Linen Bank, 1 746-1946. By 
Charles A. Malcolm. Privately printed 
by T. and A, Constable, Limited, 253 pages. 


In 1746 George II granted a Royal 
Charter to a group of Edinburgh petitioners 
empowering them “to carry on the Linen 
Manufactory in all its branches.” Although 
it was born at the inauspicious moment of 
what one of its early directors called “a 
Plaguey rebellion ” in Scotland, the British 

inen Company soon prospered. Within 
five years the promissory notes with which 
it paid its outlying workers had become 
well-known media of circulation (much to 
the annoyance of the Bank of Scotland 
which fell into the habit of collecting the 
company’s notes and making runs on their 

ash). Within twenty years the compmy 

d started to lend to manufacturers and 
merchants who were engaged in industries 
other than the linen industry. And thus, 
by 1845, when Peel’s “ Bill to regulate the 
issue of Bank notes in Scotland” was 
introduced in Parliament, the British Linen 
Bank became one of the three leading banks 
in Scotland. From that date on, up 1 
and through the date of the bank’s affilia- 
tion with the Barclays group in 1919, this 
official history is little more than a parochial 
chronicle of the bank’s achievements and 
leading personalities. But it is a chronicle 
that carries with it the whiff of romance 
attached to the sto 


of a great institution 
that became a great 
of mind. 


in a fit of absence 


Don Iddon’s America. Edited by Charles 
Sutton. Falcon Press, 270 pages. 125. 6d, 


This is a vulgar and brassy collection of 
snippets from Mr Iddon’s despatches 1 
his home paper, arranged under topics such 
as What Price Peace ?, Russophobia, Girth 
of a Nation and Video, A good deal of 
America is vulgar and brassy and, as such, 
can hardly complain of the reflection of 
itself which a in these pages, while 
those of Mr lddon’s “ten million readers 
in 17 counffies” whose appetite remains 
unsated after their breakfast reading of his 
column can continue = diet of two- 
‘a for pages. 
eee of what I suspect Mf 

ddon would call pun and games, mostly 
played with motes end beams, with 
great aim or theme except possibly a nat 
endeavour to aid Anglo-American cen 
by reporting everything with complet 
candour and frankness.” The aim is most 
commendable. | Unfortunately, of cours, 
candour and frankness are not, in ane 
nalism, mere states of mind ; to be reali 
they require a discipline at least as severe 
as that which is dedicated to dissimu 
and deceit. Mr Iddon is still in the stag 
of good intentions. 
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HOTELS 
personally and independently 


recommended by 
Ashley Courtenay 





« Listen to him who has four ears.” Though 
[ have only feo ears they are attuned to almost 
wery hotel problem, 80 whether it is for @ honey- 
mone, a fishing or @ golfing holiday, perhaps 
I can help you. A few of my personally recom 
mended hotels are included in my Shop 
Window” below. For further distriets, please 
enclosing stamped-addvesssed envelope. 


ate to Wee 7 
r tenay, 63, St. James's Street, 


Ashley Cow 
sw 
————— TT 

HURST, Kent. COLLINGWOOD 
ne HOTEL. Io this historic and lovely 
Georgian home, the art of gracious living is 
«ill practised. Warmth, unusual comfort and 
s high standard of catering will be lot. 
For Brochure write: N. Allan-Smi Tel: 
3558. 

Y, 0.1, 87. BRELADE’S BAY HOTEL 
pry at 1} bes.’ fight from London. 
Flowers, sunshine and ap equable climate. 
Completely sheltered, facing the sea and the 
south. Barly booking advisable, Detatis 
picasure from RK. H. Colley, Tel. St. Aubin 1, 
LONDON, THE STAFFORD HOTEL, St. James's 
Place, $.W.1. A first-class hotel quietly situated 
in the beart of St. James's, Convenient for 
shopping and theatres, Fully licensed, Cock- 
tail Bar and Restaurant. Tel.: Regent 0111, 
Under same direction: The Royal Norfolk 
Hotel, Bognor Regis.) 

LYNMOUTH. TORS HOTEL. “Stands by 
itself.” Not only in pon oe ay on - but 
in mal service and conf nearly 
periect a base as you could wish, for all the 
recreational and sight-seeing attractions 
North Devon. Write for Brochure OG. Tel. : 


Lynton 3238. 

MINEHEAD, Somerset, NORTHFIELD, 
Situated in 3 acres of grounds, aims at 
standards of catering and comfort AT 

TIME OF THE YEAR. Convalescence ? 
A Honeymoon? Or just in holiday t 
Exmoor, the sea, and Northfield make a 
combination. Tel. : 864, 

NEWQUAY, Cornwall. HEADLAND HOTEL, 
For your June honeymoon, Billiards, 

Davcing, Tennis, Surfing, magnificent 

18-hole Golf Course adjoi . Good food, 
well-stocked cellars, attractive Cocktail Bar and 
i Lounge. Every room with @ sea view, 
(Private bathrooms available.) Karly booking 
advisable, Write W, Poiglaze, Tel.: 2311, 


a 






BR. NEWQUAY, Cornwall. GLENDORGAL. 

Nigel Tangye offers you the perfect holiday by 

the sea. Private steps to Atlantic surt- 

and golden sands. 10 acres of private coastline 
Own farm ; 


grounds, ; ¢feam, milk, 
Children’s ; comfort and rest for 
adults, booked August, Tel,: New- 


quay 2049, 


SAUNTON SANDS HOTEL, Nr. peeeonen, 
W. Devon. Overlook Bideford Bay. 

that is best in a ern Hotel. Squash, 
Dancing, etc. Golf at Saunton Golf Club. 
Fully licensed. July terms from 36/- daily, 
a met by appointment. Tel. : Croyes 


SIDMOUTH, Devon. BELMONT HOTEL- 
A.A, Appointed. A first-class luxury hotel, 
noted for its excellent food, and occupying the 
finest position extending to the sea front. 


Suites. Gas fires. Private bathrooms. Lift, 
Fully licensed. Tel. : Sidmouth 1261. 

w Co, Kerry, Eire, SOUTHERN 
LAKE HOTEL, for a superb family holiday. 
Lake, river and sea fishing ; Bathing ; Boating; 
Golf ; Tennis. Famous for food. Write Mrs, A. 
: Waterville 7. 











TORQUAY’S 
GRAND HOTEL 


Grand in name, grand in position, grand in 
everything it offers. 

With a view to a grand family holiday this year, 
write B. Paul for detailed brochure. Tel.: 22384 


Pure Navy Cut 
of Pre-War quality 


2 OZ. AIR-TIGHT TIN 9/- 
.10Z, FOILED PACKET 4/6 


Also ready rubbed 





(Wavy Navy Cigarettes are for export only) 


G 
ODFREY PHILLIPS LTD MANUFACTURERS AND GUARANTORS 
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Wining & Dining 


OON AFTER THE HOUR OF NOON, and again 

when the set time of dinner draws nigh, a tide 
of guests sets towards the Connaught Rooms. 
The Connaught Rooms is a peculiarly English 
institution—if, indeed, tradition be not the better 
word. No other capital city possesses a group 
of banqueting rooms, all housed under one roof, 
equipped to cope with anything from a dozen 
up to a thousand guests. A staff in a position 
to draw on a wealth of banqueting experience 
unequalled anywhere in the world ensures that 
food, wines, and, above all, service, is beyond 
reproach. 


CONNAUGHT ROOMS 


are 


| Banqueting Rooms 
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to look into this! 


yourself 
at the 


BUSINESS 


EFFICIENCY 
EXHIBITION 


VISIT STAND J62 


GRAND HALL 
OLYMPIA 


JUNE 6th-16th 


Many leading commercial and industrial organisations have proved by results that 
it pays to install TAN-SAD, May we help with your seating problems? 





THE TAN-SAD CHAIR CO. (1931) LIMITED 
AVERY HOUSE * CLERKENWELL GREEN ° E.C.1 - TEL: CLERKENWELL 3192/3 
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AMERICAN SURVEY 





Point Nought Four 


Washington, D.C. 

HE message which the President sent to Congress last 

week on the Mutual Security Programme had con- 
siderable style ; it appeared to exude confidence and to 
suggest that this was the best of all possible programmes, 
carefully designed to provide the most that the United States 
could afford and the least that the rest of the world needed. 
As Mr Truman said, 


the amounts, the geographical areas, and the purposes 
of the aid have all been chosen in order to bring about the 


gramme, in proportion to the rest of it, and the statement 
that the economic section is “ primarily to support expanded 
defence efforts abroad ” shows where the reductions, thought 
to be unavoidable in the face of Congressional disaffection 
and MacArthurian circuses, were made. The “bold, new 
programme,” which Mr Truman announced twenty-cight 
months ago in his Inaugural Address, “for the improvement 
and growth of under-developed areas ” is still being watered 
with little more than fine phrases and lavish promises. This, 
in the present atmosphere, is no doubt inevitable ; those 


greatest possible increase in the security of MUTUAL SECURITY FUNDS countries most immediately threatened mus 


the United States and the whole free world. 
There is no reason for the rest of the free 
world to be anything but thankful—$8.5 
billion is no small sum—but those who have 
watched the programme develop over the 
last few months can hardly be expected to 
accept such a tidy explanation of how the 
sums being requested or the places they 
should go to were decided. There have been 
too many changes in the amounts and their 
destination, all of them caused by domestic, 
rather than international, developments, for 
anyone to accept unconditionally the 
sanctity of the final version. 

No details accompanied the President’s 
message, partly because the details were 
still being adjusted to the last cuts by the 
Bureau of the Budget, cuts made to con- 
form with the latest view of what would 
be acceptable to Congress. But there is 
‘neither reason, nor evidence, for criticising 
the sum of $6.25 billion in military assis- 
tance. How it was reached is almost im- 
possible to discover and it may well repre- 
sent the most that the United States can 
produce, and the rest of the world digest, 
in terms of military expansion. It may 
even represent more than many countries 
can comfortably use. Mr Truman pointed 
out that 


the task of the free world is not only to 
build defences urgently in the immediate future but also to 
prepare for the long pull. We of the free countries must 
make preparations now so that when our armed forces have 
been built up we will be able to maintain them for years, 
if necessary, and at the same time grow in underlying 
economic strength more soundly and more rapidly than the 
Soviet dictatorship. 
This extension of Mr Charles Wilson’s slogan of “ guns and 
the whole cow ” to America’s allies as well as to the United 
States itself was a refreshing example of the basic optimism 
of a country which has never yet found any problem insur- 
mountable and which answers complaints that the United 
States is taking too much of the cake by baking a bigger one. 


But the very size of the military aid section of the pro- 


(billion dollars) 


division in 
1952 Fiscol Yeor) 





be helped first and be helped militarily. 
The risk must be taken of postponing for 
the present the longer-term task of develop- 
ing those areas whose soil is so arid that 
only the Communist cactus can flourish in 
it. But the pity is that this necessity is 
not openly faced; in the President's 
message there is an implicit attempt to pre- 
tend that great schemes are under way and 
that big money is being provided for them. 

Under the heading of economic aid, in 
Mr Truman’s long and persuasive state- 
ment, there is a sum of $2.25 billion, $1.65 
billion of which is earmarked for Europe. 
In the larger sense, some of this will 
develop countries which have under- 
developed areas—as, indeed, has the United 
States itself. But they are countries which 
were being taken care of by the Marshall 
Plan before Mr Truman thought of Point 
Four. It is in the other $600 million that 
one must look for signs of the bold new 
programme. Administrative expenses will 
take $78 million of it and $112.5 million 
is going to the United Nations Korean 
Reconstruction Agency — an admirable 
objective but unrelated to Point Four. 
There is left, when these have been sub- 
tracted, $409.5 million. 

Mr Gordon Gray’s report, published last 
November and intended to be the guide to 
future foreign economic policies, decided that “ efforts should 
be intensified to effect a rapid expansion of scarce materials ” 
at the present time and recommended that, for the next few 
years, $500 million a year should be provided in grants for 
development and technical assistance “ apart from emergency 
requirements arising from military action.” As none of the 
rest of the $400 million-odd in the present programme has 
yet been publicly divided up, it is not possible to say how 
much would come into Mr Gray’s category of “ emergency 
requirements.” But everything going to Formosa—and 
Precedent does not suggest that it will be a negligible amout' 
—could be put into it ; so could the greater part of Indo- 
China’s share. What goes to the Philippines can mor 
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properly be charged against the special Bell report on that 
yrea than against the Gray one, but the care of Arab refugees 
‘om Palestine is another emergency, even if for a few years 
, continuing one, rather than a development programme. 
Mr Gray's $500 million can, therefore, be written down to 
$200 million or less. This may not be surprising ; but it is 
yafortunate that the figures in the President’s message suggest 
shat it has not been written down at all. 


* 


Mr Truman paid a tribute to the Colombo Plan, but at 
the moment it is impossible to say how much more than a 
ribute it will get. It will certainly be lucky if it gets two- 
thirds of what was expected, of what was indeed promised, 
in so far as American officials, even those of Cabinet rank, 
can promise. And all these reductions in the programme of 
the United States will tend to be aggravated by their effect 
on the possibility of loans. Mr Gordon Gray suggested that 
between $600 and $800 million a year ought to be invested, 
half by the Export-Import Bank and half by the International 
Bank. The Export-Import Bank, since it is a purely 
American agency, can presumably be induced to lend without 
looking too hard at the base of grants which is the necessary 
cushion for such loans, though the President only recom- 
mended an increase of $1 billion in its lending authority 
against the $1.5 billion suggested by Mr Gray. But the 
International Bank may well decide that the risks it was pre- 
pared to take last November cannot be justified after the 
publication of the Mutual Security Programme. 


In his message Mr Truman said: 


If peace could be made secure, the American people would 
be glad to invest a part of the resources we must now 
allocate to defence to a large-scale programme of world-wide 
economic development. . . . With such a programme, we 
could, in co-operation with other peoples, inaugurate the 
most hopeful and fruitful period of peaceful development 
the world has ever seen. 
And there is no doubt that, had there been no Korean war, 
no need to rearm the free world and build armies into the 
North Atlantic Treaty Organisation, and no rebellious Con- 
gress, the President would have been ready by now, the 
Marshall Plan having proved its worth and finished its job, 
to launch Point Four on a substantial scale. But the report 
of Mr Gordon Gray’s committee was not written in a 
peaceful world. It was started before the Korean invasion 
but everything it had done before that date was thrown 
away. It was not recommending an ideal development pro- 
gramme—but the minimum necessary under the present 
conditions, 

The Bureau of the Budget presumably decided that Con- 
gress, in its present mood, would stomach no more than what 
‘s now contemplated. It may be right ; indeed, Congress 
may Not even accept this programme without cutting it still 
‘urther. But, when the methods of Soviet propaganda are 
taken into account, if $250 million were transferred from the 
military programme to bring the economic one up to Mr 
Gray's requirements, the immediate results might be impres- 
‘ve. And those who were promised a bold, new programme 
in January, 1949, might begin to feel that Point Four would 
one day become a reality. 





e AMERICAN SURVEY ”’ is prepared partly in the 
United States, in cadens PThose items which 
| are written in the United States carry an indication 
to that effect; all others are the work of the editorial 


Balance of Military Power 


Washington, D.C, 


In the June number of the Atlantic magazine there is an 
anonymous article which, like the famous article by Mr “ X” 
two or three years ago in Foreign Affairs, derives authen- 
ticity from its very anonymity. Had it not been written by 
somebody within, or very close to, the Department of 
Defence, there would have been no need to hide the identity 
of the author. The article discusses the balance of mili- 
tary power between East and West, how it has changed 
since the end of the war and how it is changing now. 


From 1945 until the summer of 1949, the anonymous 
author says, a rough balance existed between the United 
States and the Soviet Union ; both had a monopoly and the 
two monopolies tended to cancel each other out. The 
American monopoly was in atomic weapons and in long- 
range bombers to deliver them ; the Russians, on the other 
hand, had a ground army so large that, when compared to 
other armies, it was, in effect, the equivalent of a monopoly 
—and it could certainly overrun the whole Eurasian land 
mass. Neither side could, during that period, conquer the 
other, but each had the capacity to injure the other seriously. 
And neither could be sure who would be hurt the most. 


But the news that the Russians had exploded an atomic 
bomb upset the equilibrium, though the fact was not imme- 
diately admitted. Soothing public statements were made, 
statements with which Mr Walter Lippmann took issue 
even then. But, at the least, the atomic explosion had given 
warning of a time when the American monopoly would be 
lost. And it gave it at a moment when the Soviet ground 
strength was being, if anything, increased. Opposition to 
the Chinese Communists on the mainland had ceased and, 
as a result, there was a disturbing addition to the forces 
which might be (and since have been) put at the disposal of 
the Soviet Union. 


The Department of Defence, the State Department and 
the National Security Resources Board at once began to 
re-examine together the problem of Soviet strength and of 
the relations of the United States to Russia. They produced 
a secret document, which was presented to the National 
Security Council, containing a long-term plan for re-estab- 
lishing the equilibrium. This document, known as NSC 68, 
became famous and was referred to regularly by every 
columnist worth his salt, though there is little evidence that 
any of them had actually seen it. 


* 


Nothing much was done about NSC 68—this was the 
period of economy in the Defence Department—until after 
the outbreak of the Korean War. Then, says the article, 

under the impact of that attack the Congress did authorise 

many, although not all, the projects contemplated in NSC 68 

{and} the United States and its allies began in many ways 

to attempt to check the deterioration in the military balance. 
Those steps which concerned the reduction of the Russian 
advantage in ground forces have been taken publicly, with 
an eye to their propaganda value. They are the establish- 
ment of the unified command of the North Atlantic nations 
and the programme of military aid to countries outside as 
well as inside Nato. 


But, even more important than building the ground forces 
of the West to a point where they become at least a deter- 
rent factor, was making sure that, as far as possible, the 
relative position of the two sides in the area of atomic war- 
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fare did not deteriorate to a dangerous point. The number 
of atomic bombs in the American stockpile is one of the 
few secrets left in the United States since the Senate started 
trying to discover why General MacArthur was dismissed. 
But a judicious blend of deduction and optimism can 
provide an answer within pretty wide limits. It is known, 
for instance, that there were 10 bombs left in stock when 
the one had been dropped on Nagasaki and that the invasion 
of Japan planned for three months later called for nine. At 
that pace, there would today be something over 200 ; but 
there have been a number of official statements about the 
improvement in the technique and speed of production in 
the intervening years, which have been variously inter- 
preted. According to the writer in the Atlantic, “ there is 
tireason to doubt the accuracy ” of a statement made, and 
never contradicted, that the stockpile is now between 700 
and 1,000 atomic bombs. 


The same kind of calculation leaves the Russians with a 
stock of about 200, and the United States with an advantage 
in numbers of probably five to one. The next problem dis- 
cussed is the ability to deliver the bombs and to destroy the 
enemy’s industrial power. Guided missiles, the article 
admits, could be used against the outer territories of 
Russia, and would be in return effective against Britain and 
France unless the Russian army could be held deep in 
Germany. But the main industrial centres of East and West 
could be attacked only by air. 


* 


The American B-36 is the only known bomber—it is 
feared that the Russians may be building its equivalent 
somewhere in secret but, if so, there is no indication of it 
—which can fly from the United States to the Soviet Union 
and back. And the B-36 will start to give way, at the end 
of this year, to the B-52 which will be able to reach targets 
anywhere in the Soviet empire from bases in the United 
States and return. As far as is known, the Russians have 
nothing later than their TU-4, which is an imitation of the 
B-29, now classed as a medium bomber. They are esti- 
mated to have between 400 and $00 of these aircraft, which 
have a range of about 4,000 miles. They could reach any 
point in the United States from airfields in Eastern Germany 
or Siberia, but they could not get back. There is an uncom- 
fortable feeling that they would come anyway, because the 
joss of the bomber would be unimportant and the crews 
would not necessarily treat it as a suicide mission. 


But the United States would much prefer not to have to 
rely on intercontinental bombers, which are expensive 
and extravagant. General Vandenberg estimated this week 
that the strategic air force would have to be five or six 
times as large as that now needed if the United States 
were deprived of its present overseas bases. So long as it 
has them—and for that it needs allies who own the bases 
and are capable of defending them—it need not rely on 
intercontinental aircraft. It has three bombers already— 
the old B-29, its modern version, the B-50, and the jet B-47— 
which could deliver the bomb from the bases now available. 


Another factor which has been studied is the number of 
targets which it is necessary to hit ; and it is estimated that, 
owing to the diversity of American industry, the Russians 
would have to do three times as much bombing in the 
United States as the West would have to do in Russia to 
obtain the same ratio of damage. On the other side, how- 
ever, it is admitted that American targets are known to 


everybody, while many of the more important Soviet ones 
are not known at all. 
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However, at this point, there is general agreement 
the United States has a comfortable advantage in number, 
of atomic bombs and probably in their effectiveness ; jt j, 
better bombers to deliver them and, as long as it can on 
overseas bases, more bombers ; and it has fewer targets to 
hit to do the equivalent amount of damage. The Sovic 
air force would, nevertheless, be able to inflict a 
attack. The conclusion is that 

if it came to an atomic war at the present time the United 

States would be able theoretically to deliver a blow from 

which the Russian industrial, transportation, and commyy;. 

cation system could not recover. On the other hand. the 

United States probably could pick itself up off the floor afte: 

receiving the Russian blow. 

For the future, the author of the article sees the posi. 
bility of gaining consistently over the Russians in all area 
of military power except atomic striking power. But tc 
convert these possibilities into realities, the United Stare 
must balance out Russia’s ground strength at least as fast as 
Russia balances out American atomic strength. And 

our diplomacy must hold all the allies we have today, and 

find us new ones. : 
The knowledge of this need perhaps explains the jaundiced 
eye with which the defence establishment views the long 
struggle between the State Department and the Congress, 
in which the Congress seems at present to be more suc- 
cessful in losing friends than the State Department is in 
influencing people. 


that 


heavy 


American Notes 
A Two-Faced Economy 


The American economy at present offers the world 
choice of two faces. The outstanding feature of one is the 
decline in retail sales of durable goods, while that of the 
other is the rise in manufacturers’ unfilled orders for durable 
goods. They are not, of course, the same durable goods: 
television sets and refrigerators are piling up in retail show- 
rooms, while in order books the accumulation is of machinery 
for new plants and defence requirements. 





ee are several factors behind the — retail _ 
st year’s scare buying pulled this year’s trade pattern 
of ahige 3 anticipa purchases aot aoe been F ecouraged 
by price controls a by the iful supplies of goods that 
still go on appearing in the So Credit restrictions have 
affected sales directly, by limiting instalment buying. @ ‘ 
indirectly, by reducing the number of new houses that ne 
aruldeed, Finally, the suspicion is growing that, '°' 
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he moment at least, the demand for such things as new 
vacuum cleaners and motor cars may at last be reaching 
saturation point. 

The paradox of the present situation was illustrated last 
month when, within a few days, one automobile company 
announced that it was shutting down for three weeks because 
of lack of sales, and another began to turn off workers 
pecause of lack of materials. Restrictions on the use of 
yeet and other metals for consumers’ durable goods will 
become increasingly severe from now on, as the amounts 
needed for defence and “ defence-supporting ” industries 
iacrease. The rise in outstanding orders for durable goods 
in general is explained by the gathering momentum with 
which military contracts are now being let. By the beginning 
of next year, defence orders will be coming off the production 
lines at a rate of $1 billion a week, twice as fast as at present. 
This increase in government spending inevitably means a rise 
in disposable personal income, already running at the record 
level of $215 billion a year, and a fall in output of consumer 
goods, which makes nonsense of fears that today’s pause for 
breadth will develop into tomorrow’s recession. 


But the pause has come just as the Defence Production 
Act must be renewed and Congressional ears are more 
attuned to business men’s cries of “wolf” than to the 
Administration’s pleas for the strengthening of the controls 
that are to some extent responsible for the cries. And 
unfortunately the check to the rise in the cost of living has 
silenced the housewives who egged Congress on last autumn. 
If to these and the many other pressures against effective 
controls is added a settlement in Korea, the forces of inflation 
may before long find themselves pushing against an open 
aoor. 


* * x 


Israel’s Billion 


Trailing clouds of ticker tape, Israel’s Prime Minister has 
deen touring the United States to celebrate his country’s 
third birthday and to launch a $500 million bond issue. This 
“Independence Issue” needs a publicity campaign if it is 
to prosper, for it takes the form of twelve-year savings bonds 
and of fifteen-year coupon bonds at 3} per cent, which are 
not particularly attractive terms. Sales are being promoted 
by door-to-door solicitation and it will be interesting to see 
how the mixture of charity, religion and politics succeeds this 
me, It has certainly succeeded in the past, for the United 
Jewish Appeal has raised nearly $700 million for Israel in the 
last thirteen years. But now that there is an established and 
autonomous government in Palestine, more Jews are coming 
to agree with the American Council for Judaism that their 
allegiance to the United States comes before their duty to 
their co-religionists, and to regret the over-riding Zionist 
influence in American Jewry. There is some resentment also 
at the way in which Israel appears to take its fairy god- 
mother’s help for granted, as a right it has earned by its 
‘crvices to democracy in general and to Jews in particular. 
Nor has the recent bombing of the Syrian frontier been 
Particularly pleasing to Americans. 


For these reasons and because political pressure will not 
de as heavy as usual, since there is no election in 1951, 
Congress may decide to overlook the request for a grant-in- 
aid to Israel of $150 million which has been put before it 
by a group of influential sponsors from both parties. This 
latest grant has not so far been backed by the Administration, 
and Israel’s good friend in the White House, Mr David Niles, 
has just left his post as one of the President’s administrative 
*Ssistants ; but help for Israel, to an amount not yet specified, 
‘s included in the new foreign aid Bill. The grant-in-aid is 
one of the ways by which it is proposed to raise a further 
$500 million in the United States, in addition to the bond 
sue, in order that Israel may be established on a sound 
ua basis during the next three years. (The reasons why 
tael needs this help were discussed in The Economist of 
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May 12th.) Some of the money will come from the United 
Jewish Appeal, which is now trying to raise another 
$200 million, and the rest, it is hoped, from additional private 
investment in Israel. The American firms that have pioneered 
there, of which the best known is the Kaiser-Frazer Cor- 
poration, report that it is easy to make money, since the 
country is avid for goods, but that government restrictions 
make it as difficult to do business as it is in Britain. 


* * * 


All’s Fair in Price War 


New York’s huge department stores lost no time in fol- 
lowing up the Supreme Court’s “ body blow” to the so- 
called fair trade laws which prevent price reductions on 
branded goods in all but three states. R. H. Macy and Com- 
pany, long a guerilla fighter against price fixing, began by 
cutting 6 per cent off the prices of about 1,000,000 such 
articles on its counters, from vacuum cleaners to books. 
Gimbel Brothers’ boast that it always meets its competitors’ 
prices drove it into the fight, Macy’s replied with another cut 
of 6 per cent and from then on it was a free-for-all. Such 
well-known brands as Bayer aspirin, Underwood typewriters 
and Huntley and Palmer’s biscuits were used as ammunition 
and some prices were down by as much as 30 per cent. These 
shops were evidently more concerned at the excessive inven- 
tories that had accumulated on their shelves recently than 
at the prospect of shortages to come, which manufacturers 
had hoped would make them hesitate to take advantage of the 
Court’s decision. 


That decision came because a New Orleans retailer had 
the initiative to contest a law which the government’s anti- 
trust officials had always disliked but had never challenged. 
The full implications of the Court’s decision are not yet 
clear, but it appears that a manufacturer cannot now insist 
on retailers in other states observing a minimum price on his 
product, unless he has signed a separate agreement with each 
of them. Previously it was believed that the Miller-Tydings 
amendment to the anti-trust laws, which made it legal to 
apply state fair trade laws to inter-state commerce, could be 
invoked against all retailers in a state if only one had signed 
an agreement. Fair trade laws have been applied to such 
widely distributed products as cigars, flour and tooth- 
paste, for which it would be almost impossible to conclude 
individual agreements. 


Apart from the manufacturers themselves, it is the small 
tradesmen who have favoured the fair trade laws which 
protect them from the competition, fair or unfair, of their 
larger rivals. The shopkeeper benefits from the manufac- 
turers’ nation-wide advertising and the margin of profit 
allowed has not as a rule been large. But it has been larger 
than that expected by department and chain stores, and by 
supermarkets, which spread their overhead costs thinly. 
Fair trading agreements have also violated another of the 
basic principles on which such shops operate, for they have 
prevented price reductions for the sake of a quick turnover. 
New York’s price war is therefore likely to break out else- 
where, since the need to stimulate retail trade is felt all over 
the country. But such wars are not likely to be sustained, 
for under present conditions it cannot be long before demand 
is once again outstripping supply. 


* *® * 


Networks in a Tangle 


Last week the Columbia Broadcasting System hit what 
it hopes will be a pair of jackpots on the television fruit 
machine. Not only did the Supreme Court overrule the 
protests of CBS’s rivals and authorise the company to put 
its colour telecasting on a commercial basis ; but CBS is 
also at last well on the way to acquiring a television station 
in Chicago. This deal, an off-shoot of the merger which 
the American Broadcasting Company has finally achieved 
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with United Paramount Pictures, will cost CBS the record 
«um of $6,000,000, but it is probably worth it. For until 
now the network has owned only two television stations—in 
New York and Los Angeles—and part of a third in Washing- 
ton, instead of the five that it is allowed and that its competi- 
“ors have. CBS has been prevented from building more by 
he freeze on new television licences, but even when the thaw 
comes, as it will before long, there would probably not have 
been room for CBS in Chicago, one of the country’s wealthiest 
markets. 

CBS wants more television stations of its own because 
orofits are at last being made on them, while television net- 
works are still operated at a loss, and because only on its 
own stations can the company guarantee potential audiences 
of the size that advertisers expect. Revenue from telecasting, 
$105.8 million in 1950, was three times as much as in 1949, 
and half the 107 stations made money. The four big com- 


panies made $1,500,000 on their stations, but lost $10.5. 


million on their networks. This is explained in part by the 
cost of the coaxial cables and micro-wave relays which carry 
orogrammes from the originating stations to the affiliates. 
Under their contracts, im return for carrying a network pro- 
gramme, these affiliated stations receive a proportion of the 
ee paid to the network by the advertiser who sponsors the 
programme. But the freeze on new stations has made it 
impossible for each network to have its own exclusive tele- 
vision affiliate, as it has its own radio affiliate, in every 
important centre, and local stations are in practice able at any 
given time to choose between various network programmes. 
In order to deliver the audiences promised to advertisers, the 
networks are therefore obliged to film programmes for later 
transmission by local stations. This expensive and unsatis- 
iactory filming process is another reason why networks are 
sull losing money on their television operations. More than 
40 per cent of CBS’s television time is broadcasting of 
recorded programmes by network affiliates. 


What attracts the advertiser is cost per viewer and this goes 
down as the number of television sets goes up. The improve- 
ment in the financial position of television stations is directly 
due to the increase in the number of sets in use, which more 
‘nan doubled in 1950. New York stations now charge over 
$3,000 an hour at the peak viewing times, twice as much as 
for radio, and in addition a television programme may cost 
$50,000 to put on the air. It is estimated that altogether 
sponsors spend about $4 an hour per 1,000 viewers. They 
oelieve that this is a sound proposition, but they insist on 
making advertising economies elsewhere, and have forced the 
networks to reduce their radio rates. As a result revolution 
‘areatens amongst radio affiliates, whose contracts require 
them to share the cuts in revenue even though ot may not 


de in areas where television competition has reduced the value 
of radio time, 


* * * 


Crime and Punishment 


Mr Joe Adonis, a less lovely character than his name 
Suggests, has been sentenced to jail for three years on 
gambling charges. The experience will be as new for him 
4s will the “legal employment” which the judge directed 
him to seek when he is released. The sentence was stiffer 
than Mr Adonis had expected after the bargaining with the 
Prosecution which ended when he agreed not to contest the 
charges. He played the businessman to the last, as became 
one who has prided himself on making crime respectable. 
For, according to the Kefauver Investigating Committee, Mr 
Adonis was, with Mr Frank Costello, joint managing director 
of the nation-wide gambling syndicate whose ramifications, 
— and criminal, the committee was so successful in 

ing, 


Mr Adonis’s conviction may be the beginning of the 


breakup of the syndicate, but the credit for it goes to a New 
Jersey “grand jury which had been studying his activities 
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before the committee brought them to the television screen. 
The US Attorney General believes that regular investiga- 
tions of this type will curb inter-state crime more effectively 
than would the suggested Federal Crime Commission, and 
he has now directed that a grand jury be convened once a 
year in each of the country’s 84 federal judicial districts. 
In Brooklyn another grand jury has accused 77 New York 
policemen, some of high rank, of conspiring to violate the 
gambling laws with a bookmaker who was arrested last 
autumn. He is alleged to have bribed the policemen with 
television sets and “ bushel basket loads ” of cash. 


The testimony offered at least prima facie evidence that 
the city official charged with preventing corruption had 
been lax. When Mr O’Dwyer was Mayor of New York, the 
official was Mr John Murtagh, whom Mr O’Dwyer, just 
before he resigned, appointed to the post of Chief City 
Magistrate at $15,000 a year. Judge Murtagh told the 
Kefauver Committee that, when he was Commissioner of 
Investigation, he had found no evidence of police corruption 
and that the gambling tycoons had not come under his 
jurisdiction, since they operated from New Jersey. He has 
now been charged with neglect of duty at that time, for 
knowing, but failing to report, that policemen were being 
bribed. Another of Mr O’Dwyer’s companions, Mr James 
Moran, who also was rewarded with a lifetime appointment 
before the Mayor retired, has already been convicted of 
perjuring himself before the Kefauver Committee. Other 
of the committee’s witnesses may be appearing in the dock 
before long, including perhaps Mr O’Dwyer himself. When 
that time comes, even the President may have to admit that 
the ex-Mayor of New York is not an entirely suitable 
American Ambassador to Mexico. 


Shorter Notes 


Mrs Oksana Kasenkina, the Russian schoolteacher who 
leaped from the third storey window of the Soviet Consulate 
in New York in 1948, to escape return to Russia, has been 
granted permission to remain in the United States. President 
Truman has signed a Bill which legalises her unorthodox 
entry into the country for permanent residence, and now the 
way lies open for her to obtain American citizenship, 

* 


On May 26th more than 170,000 college students took the 
draft deferment test which may determine whether they will 
finish their education or be conscripted for military service 
later in the year. This was the first of four tests to be given 
to 400,000 students in all, and comprised 150 questions to 
be answered in three hours. Opinion on the standard of 
the test varied, but most students said it was harder than 
college entrance and all agreed that it was fair. Those who 
obtain over 70 will be able to go on with their studies next 
year, and another 100,000 students, who did not apply for 
the test, will be eligible for deferment if they stand suffi- 
ciently high in their class. The results will be sent to the 
local draft boards, where the final decisions are made. 

* 


American housewives have recently made their first 
quarterly payment to the Government under the social 
security scheme for domestic workers which came into force 
at the beginning of the year. As they wrestle with a system 
that seems nearly as complex as the British PAYE, those who 
have lived in England think nostalgically of the days when 
they had only to buy and lick a stamp. 


* 


The Pittsburgh Consolidated Coal Company has reached 
the final stage in its experiments with the transportation of 
coal by pipeline. A full-scale demonstration system is now 
being built in Ohio, as a preliminary to commercial operation. 
The coal is crushed after mining, and then mixed with water 
to form “ slurry”; special pumps push it through the pipe 
and on arrival it is dried. 
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factories in Britain. Whatever they make, TI make it 

as if it were literally intended for their own use. This 
applies equally to precision steel tubes, electrical acces- 
sories, wrought aluminium sheet products, cycle parts, and a 


wide range of other components for most branches of industry. 
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How Much Does Persian Opinion Matter ? 
(By Our Special Correspondent Recently in Persia) 


HERE are signs that the cares of office are awakening 
some of Dr Mossadegh’s supporters to the fact that a 
large country cannot be run just on a cry of “ nationalise oil.” 
His position seems to be weakening. Therefore some people 
in Britain are calling the news “better” and hoping that 
“the storm may blow over.” To think such thoughts is over- 
optimism, It is wholly to underestimate the volume and 
aature of the wave of opinion that carried Dr Mossadegh to 
ofice. That opinion will not be silenced simply because he, 
personally, falls from power ; it is firmly held, and must be 
met or countered if any agreement worth having is even to 
be made with a Persian Government. 


There was a time when Persian public opinion was a 
negligible factor. The country consisted of a small ruling 
class and a large and ignorant peasantry. Provided that the 
former could be satisfied that they were going to get more 
money, the foreigner found agreement was not difficult to 
reach. They might hold back for a while ; but they came 
round when they needed funds. This simple situation is 
still enjoyed by the American Oil Company in Saudi Arabia. 
But it no longer applies in Persia. Ten years of novel 
experiences—foreign occupation, easier foreign travel, more 
opportunities for higher education—have altered the picture. 
The kernel of effective opposition to the British oil company 
now lies in a small white collar class—consisting largely of 
the civil servant, the employee in the bank, and the school- 
master-—a few of whose members are really competent and 
feel that their competence is not appreciated, and the bulk of 
whom think (with the self-confidence, amounting to conceit, 
that is a national characteristic) that any child of Persia’s 
great forebears can accomplish with grace and ease any job to 
which he sets his mind, 


The case which these people make against the oil company 
is not new. It is not a development of the present crisis ; it 
is an expression of feeling that can be picked out from many 
speeches in parliament over the last eighteen months. 
Broadly speaking it runs as follows: “ This company calls 
itself Anglo-Iranian, but the title is a piece of window- 
dressing. It is in fact a British company. Its seat is in 
London, It has even removed the British director who used 
to live here. Why does a half-Iranian company pay to the 
British treasury, in tax, far more than it pays the Iranian 
treasury in royalty and tax together ? Why does it sell oil 
to the British Navy at a price it never reveals ?. How do we 
know that it has told us exactly how much of our oil it is 
‘removing ? Why has it for years been paying us less per 
ton than similar companies pay other governments, notably 
those of Saudi Arabia and Venezuela ? Now that we are well 
informed about the rest of the world, we see that we have 
been cheated, and have suffered great losses at the hands of 
people who think we are children. What we want is a share 
in the management, or at the least a partnership which will 
guarantee us against exploitation by people who, for all we 
know, will have bled away our whole wealth by 1993.” 


This brief paraphrase of a considerable number of speeches 
and private conversations errs on the side of moderation. 
What detailed analysis shows is that the deepest wound 
hurting the speakers is the stand-offishness of a company that 
has no Persian director and too few senior Persian employees, 
and whose staff has next to no social contacts with Persians 
outside its employment. Just as in India, so in Persia, that 
‘tagic British capacity for betraying a sense of superiority 





has nullified a splendid record for causing advancement and 
prosperity. The defect is an old one. James Bryce, travel- 
ling in western Asia in 1876, put his finger on essentials 
when he wrote: 

The sort of good nature and susceptibility to impressions 
which is so marked a feature in the Russian character makes 
them get on far better with strange races than we have ever 
been able to do. It is not occasional acts of cruelty .. . that 
makes foreigners hated nearly so much as coldness, hauteur, 
contempt, an incapacity to appreciate or sympathise with a 
different set of customs and ideas, 

The problem before the Englishman who works with 
Persians in the future—whether in business or in diplomacy 
—is how to live down this damaging reputation for aloofness 
and condescension. If the British oil company is ever again 
to operate in security in Persla if must work to cure 
this flaw in its personal relations, Many of its employees 
would welcome its encouragement to do so. Until it acts, 
one partner in the business will remain “ we” and the other 
“they,” no matter which of them is talking. It must recog- 
nise that the strength of the National Front party will survive 
the collapse of its elderly leader. This strength lies not in 
his leadership, but in the fact that it expresses what most 
educated Persians think of British manners. Its present 
members of parliament are all elected for Teheran, a place 
that sees these manners at first hand, 


Focus in Teheran 


Obviously the capital city is not the whole country. But 
this small group of people is the less negligible because it 
has at its back a much greater volume of opinion—ignorant, 
this time—which knows that there is something wrong 
because its misery, though much discussed, is never 
alleviated. “Do you not think,” asks a chance acquaintance 
in the country bus, “that Communism might be good for 
us ? Might it not be quicker than capitalism at making us 
richer and happier?” Immense numbers of ignorant but 
questioning Persians are now ready to shout for any change, 
on the grounds that change cannot be for the worse, and 
has a chance of bringing advantages. They are told by such 
educated men as they know that the oil company is respon- 
sible for their ills ; they learn this not only from the middle- 
class group already described, but from the rich landlord 
politician class, which says so in order to deflect attention 
from the social scandal of his own way of life. The case of 
both is helped by the Persian character, which is—as its folk 
tales amply show—a compendium of envy at the success of 
another and of confidence in ability to do his job if given his 
shoes. 

This analysis reveals a situation that is immensely difficult 
for anyone, Persian or foreign, to handle. It will not be 
met by a simple change of government to another of the old 
style. Even if Dr Mossadegh falls, there will still be people 
shouting on the sidelines for social change. No agreement 
with a foreigner will be lasting unless this requirement is 
met. The weakness of the educated middle-class critic of 
Persia’s ills is that he will not step forward and meet it. He 
will carp and grumble, but he does not offer to shoulder the 
burden of office. 


Whether social change can be eee by anything short 
of a Tudeh government and a Persian Gottwald, only the 
Persian middle-class can say. If they cannot work out their 
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own salvation, no one, British or American, can help them to 
do so. In any case, no foreign help can be effective if they 
persist in the attitude which has so far caused them to rebuff 
would-be helpers such as the International Bank, the Export- 
Import Bank, and the many individual British and American 
advisers whom they have first hired and then rejected. 


Europe’s Prospects for. 1951 


In 1949 European nations were obsessed by the dollar 
famine and by the fear of surplus production. In 1950 these 
two problems disappeared and in their place there emerged 
an entirely new set of difficulties; growing inflation, a 
scarcity of raw materials and the cost of a great rearmament 
programme. These three threats to the stability of Europe 
-—and indeed the whole world—form the theme of this 
year’s Survey of the Economic Commission of Europe. 


As is customary with these reports, there is a wealth of 
illuminating statistics accompanied by a no less enlightening 
analysis of recent economic developments. On the produc- 
tion side the authors note that progress was particularly 
encouraging. In 1950 Europe’s industrial production rose 
13 per cent above the 1949 level. The same percentage 
increase was recorded in the United States, while the figure 
for eastern Europe and the Soviet Union as a whole was 
22 per cent. 


This expansion in production, coupled with devaluation, 
rising dollar prices and American recovery from recession, 
more or less solved the dollar problem. Europe’s balance of 
payments deficit with the United States fell from $3.2 
billion in 1949 to half that amount. This was accomplished 
in part by a 7§ per cent increase in European exports to 
North America and a 30 per cent cut in imports from that 
area. Simultaneously Europe’s gold and dollar reserves rose 
by $2 billion, an increase which was due to a reversal of 
the outflow of capital from Europe and to the fact that in 
trade with countries outside North America, Europe began 
to acquire dollars instead of paying them out. 


A great deal of the improvement in Europe’s dollar posi- 
tion was accounted for by the United Kingdom and the 
overseas sterling countries. The latter, however, had to see 
many of their gains assume the form of mounting sterling 
balances. During 1950 these increased by $1.1 billion to 
a point very near the limit which their holders will stand and 
the result has been a new unbalance in world trade. 


Sterling balances, however, are but one part of the radi- 
cally different troubles which began to pile up in 1950. The 
outbreak of war in Korea marked a new phase in the post- 
war economic scene. The United States embarked on a 
vast reafmament and stockpiling programme which led to 
an acute shortage of raw materials and a spectacular boom 
in their prices. Domestically there were startling increases 
in the prices of all commodities, and inflation appeared to 
be getting out of hand. 


Inflation, in fact, is the central problem which the ECE 
foresees, not only for Europe but for the whole free world 
in the coming year. In the first place, there are bound to be 
further price rises in most commodities ; the second half of 
1950 had introduced only the first twist of the spiral. Even 
assuming that the prices of raw materials have reached their 
peak, reflected rises in the prices of manufactured goods and 
foodstuffs are inevitable. 


At the same time, Europe will be subjected to further 
inflationary pressure through developments in_ the 
United States. On the calculations of ECE, the excess of 
total money demand over supply of goods in the United 
States—that is, the new inflationary gap—cannot be less than 
$13 billion in 1951 ; even this assumes that Congress accépts 
speedily the proposed new taxation and that production 
increases by $20 billion. One part of this gap, the report 
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forecasts, will be directly transmitted to the outside world : 
American imports may be expected to exceed the 1950 level 
by $2 billion and at the same time its exports will decline 
still further. Another part of the gap will indirectly affect 
Europe through the rise in the cost of American exports 
the sympathetic rise in world prices and the increased profit 
accruing to exporters to the United States both from Europe 
and the primary producing countries. Thus, quite apart 
from its own internal difficulties, Europe cann 


: : Ot, without 
taking special measures, escape from the consequences of 
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inflation in the primary producing countries and of increased 
American pressure on world markets. 

Meanwhile, by the end of 1950, most European countries 
—with the exception of Norway, Sweden, Turkey, and pos- 
sibly Spain whose exports are largely raw materials—had 
found that a given volume of their exports could buy 15 per 
cent less imports than was possible at the beginning of the 
year. For Europe as a whole the terms of trade with all 
other areas had deteriorated by 30 per cent. The greater 
part of this change took place after the outbreak of the 
Korean war, and only a comparatively small element repre- 
sented the effects of devaluation. The report further esti- 
mates that, on the basis of raw material prices ruling at the 
end of last year, the primary producing countries may expect 
to earn an additional $3-4 billion in 1951 for their 1950 
volume of exports. In other words, there will be additional 
pressure on Europe and America to find $3-4 billion of goods 
for export before they can begin to increase their imports. 


_ This will mean not only a further drain on the already 
insufficient goods being chased by too much money, but a 
new and serious strain on Europe’s convalescent balance of 
payments. Moreover, these burdens are being imposed on 
Europe at the moment when American grants must be ¢x- 
pected to taper off and when Europe is undertaking a large 
rearmament programme. ECE estimates that an additional 
one or two per cent of Europe’s national income will be 
required to make good the deterioration in terms of trade 
and that in many countries another three or four per cent 
of the national income will be spent on rearmament. 


_ When it comies to consider the means of alleviating the 
inflationary situation, the ECE is no less pessimistic than 
its analysis of the causes. The only painless way to ste™ 
inflation or to ease the balance of payments problems 1s ‘ 
increase production. The report reckons that apart from we 
limit on raw material availabilities, production could rise by 
7 e cent in northern Europe (Scandinavia, UK and 
Netherlands), by 20 per cent in Germany, and 10 per cet! 
in the rest of western Europe. While it acknowledges 2 co” 
siderable industrial in the second half of 195° 


Germany, France and Belgium, it believes that there 1s still 
an unnecessarily large spare capacity in the heavy industrics 
of these countries and also in Italy. Unfortunately the £0 
ernments concerned have chosen or been forced by «ircut 
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He fights among the trees. It is on the 
constant war waged in the forests by entomologists like Walter 
Griswold, that world output of paper is greatly dependent. 
His enemies are the pests and parasites which attack the trees 
from which the wood pulp for newsprint is obtained. Thirty- 
two year old Griswoldt graduated in Forestry at the University 
of New Brunswick and had already carried out research in the 
forests before joining Bowaters’ staff. He is officer in charge of 
the Newfoundland field workers who pry into the cracks in the 
bark and beat the boughs over extended sheets to collect 
specimens of the pests threatening the growing trees. Once 
these pests have been identified in the Dominion Entomo- 
logical Laboratory it is Griswold’s job, in co-operation with 
Canadian Government experts, to plan the appropriate 
counter-attack. One successful method is the introduction of 
species of parasites and virus disease as allies to prey on those 
already in possession. It is largely upon the success or failure 
of this silent struggle to protect the forests that the supply of 
paper to keep pace with the world-wide spread of literacy 
depends in the years to come. 
> * . 


The whole wealth of Bowaters craftsmanship, experience and research in 
the ari of making paper—the ‘know-how’ in short—is freely at your service. 
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car is guaranteed for 6 months on same terms as a new car. 
car is tested by our engineers before purchase by us, 
car is inspected and serviced as necessary before sale. 
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stances to use only one of the possible weapons that can be 
employed to maintain monetary stability—the control of 
credit. This has meant that, in the inevitable absence of 
increased consumer goods, industrial expansion has usually 
led to inflationary pressures which have quickly been damped 
down again by credit restrictions ; these in turn have dis- 
couraged increased production. 


Turning to the question of supplies and availabilities, the 
report reaches the conclusion that the potential rise in indus- 
trial output will not, in fact, be realised. With the exception 
of rubber, there is little hope that world supplies of raw 
materials will increase by more than a slight margin. Crucial 
bottlenecks are foreseen in coal and steel and in all the 
secondary industries dependent on them. Of these, coal is 
the main commodity which is exclusively within Europe’s 
own control. While the survey does not claim that a striking 
increase could be achieved in coal supplies, it does by its 
criticism suggest that British and German coal production 
could be raised. 


For the most part, however, the solution of Europe’s raw 
material difficulties lies outside its own immediate control. 
In general, the report takes the gloomy view that little can or 
will be done to expand the production of primary goods. 
Such development depends on heavy initial capital invest- 
ment. At the moment the highly industrialised countries 
cannot provide the necessary capital goods, and furthermore 
the beneficiaries of high raw material prices seem to prefer 
to dissipate their gains in local inflation. 


The conclusion of the report is that Europe, at least in the 
short run, cannot cope with its problems by. purely domestic 
anti-inflationary measures but must resort to currency appre- 
ciation. The processes of September, 1949, should be re- 
versed so that Europe’s export prices rise in terms of dollars 
while import prices fall. The net effect of this operation 
should be to reduce American demand for other peoples’ 
goods and thus lessen the pressure on the current limited 
supplies of raw materials. To be fully effective, however, 
appreciation must be directed by a flexible policy, prepared 
to adjust foreign exchange rates in both directions as world 
economic conditions fluctuate. It must also be accompanied 
in each country by a firm fiscal and investment policy, in 
turn supported by direct physical controls and a wage freeze 
until the new foreign exchange measures have had a chance 
to show what they can do toward stabilising world prices. 


Poverty in Andalusia 


[FROM A CORRESPONDENT RECENTLY IN SPAIN] 


For almost the first time since General Franco seized power, 
Murmurs of criticism have flared into open discontent. In 
March, workers in Barcelona and neighbouring towns came 
out on strike ; in’ April, San Sebastian and Bilbao, and in 
May, Pamplona followed suit. So far it is only Catalonia 
and the ig provinces which have been affected ; both 
areas speak their own language, both are strongly conscious 
of a separatist tradition, and both march with France along a 
mountainous frontier which facilitates illegal traffic. This 
last gives a certain face-value to official Spanish explanations 
that the strikes are of Communist and foreign origin. To the 
foreign observer, however, as to the Frenchman looking 
detachedly over the and even more to the Spaniard 
himself, “such political explanations are a mockery. 
The fundamental cause is economic, and the question that 
now has to be asked is how widespread are the conditiosis 
Which have given rise to these first outbreaks. 

fet atadoxically, the worst conditions are to be found in the 
ertile south. “Here, among the orange and lemon orchards 
and the well-watered fields of bearded wheat, barley and 
vegetables, is the most marked poverty and hunger. The 
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British traveller, rich in his 110 pesetas to the pound sterling, 
can be deluded into oblivion of the economic ills of many 
parts of Spain, but in Andalusia the evidence of large-scale 
unemployment and near-starvation is overwhelmingly strong. 
The average daily wage of the agricultural worker is fifteen 
pesetas. During the harvest when labour is in demand this 
may rise to twenty, while workers harvesting sugar cane can 
earn twenty pesetas per ton despatched to the refinery ; and 
It is possible to cut and strip about two tons a day. But 
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when work is scarce there is no guarantee of employment, 
and only very few are paid a fixed wage throughout the year. 
Fifteen pesetas will buy two kilos of black market bread 
(the ration is insignificant), or half a dozen eggs (when eggs 
are plentiful), or three-quarters of a litre of olive oil. Shoes 
and clothes—which seem so cheap to the tourist—are out of 
reach, and rags. are an increasingly common sight. Small- 
holdings on the marginal land now left uncultivated could 
change the life of the agricultural labourer. But most of 
the land is divided into large estates whose owners do not 
need to cultivate every scrap of it ; and countrymen complain 
with justice that if it were their own they would utilise much 
that is now left untouched. 


But in the country a man can at least pocket a potato or 
two or take a few sticks of sugar cane home. In Malaga 
and other southern towns the situation is worse. Here the 
town centre is plagued with unemployed, some frankly beg- 
ging, others showing a semblance of employment by selling 
American cigarettes, showering the tourist with the names 
and virtues of rival hotels, or waiting to offer guidance to 
any part of the town. Most of these are under thirty. In 
Malaga, the civil governor’s method of dealing with the 
problem was to issue a decree forbidding these occupations 
to be carried on in the centre of the town because of the 
bad impression it would give to foreigners. Begging, which 
flourishes in both country and town, is similarly dealt with 
by notices prohibiting its practice. 


Inevitably, one asks whether what happened in Barcelona 
and Bilbao will happen here also. The answer is usually 
that it would, were it not for the armed police whose weapons 
are the law and the secret police who make free conversation 
impossible. For here there is no second language in which 
to hide the expression of thought, and even the casual 
observer cannot miss the sub-machine guns and automatic 
rifles so clearly displayed, or fail to see the patrol of ten 
civil guards returning to a small village of a thousand 
inhabitants. 


Official Spain does not pretend to be a democracy, or, as 
many foreign apologists maintain, to be “ working towards 
d in its own way.” The leaders of a regimented 
press compare the Spanish system of government favourably 
with those in western Europe, and frequently point to Greece 
as the primrose path, and to Britain as the bonfire, of the 
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democratic system. Newspapers, though providing a cover- 
age of foreign news far uae than the bulk of the British 


press, relegate mention of the strikes to an inch on a back 
page. Whole columns, however, are devoted to official 
speeches making Korea and the world situation scapegoats 
for all the ills of Spain; and lack of capital and capital 
equipment can be demonstrated in roads maintained with 
earth, ancient rolling stock, and locomotives with the high 
funnel and lofty dome of the museum piece. 


Marshal Tito’s New Plans 
for Industry 


[BY A CORRESPONDENT RECENTLY IN JUGOSLAVIA] 


Mr Dyrras, Jugoslay Minister without Portfolio, recently 
remarked that “what we are doing is not a cross between 
Russian Communism and western social democracy. It is 
something entirely new.” In the economic field this claim 
that Jugoslavia has struck out on a line of its own is based 
on two things ; first on the development of a new form of 
the control and management of factories and enterprises by 
the workers in them ; and second, on the willingness to use, 
within a thoroughly “nationalised” framework, the 
machinery of capitalist free enterprise and the operation of 
the law of supply and demand in order to maintain incen- 
tives. This hybrid operation gives the impression of being 
evolved from day to day, and certainly from month to month. 
Mr Kidric, the President of the Federal Economic Council, 
recently described at length the economic changes which 
are now taking place in Jugoslav industry and the lines 
along which it is proposed to extend them. He explained 
that the present economic developments had begun with 
the nationalisation programme, which set the basic form of 
property ownership as state ownership, and with the creation 
of a strict state planning organisation. This was beneficial 
during what Mr Kidric called the first phase, because it had 
made it possible to concentrate economic forces which had 
previously been scattered. But it was also true that the 
detailed planning had put a brake on initiative and “ the 
state apparatus began to expand rather rapidly.” 


It had, therefore, been necessary to pass on to another 
phase as soon as circumstances made it possible. The pre- 
requisite for this present phase was the establishment of 
the workers’ councils and management boards in the fac- 
tories. According to Mr Kidric, this was not just a demogogic 
measure, for the councils and boards were the foundation of 
a profound change. They were not advisory or subordinate, 
but were “ the real managers of production.” At the same 
time, they were not owners in the old capitalist sense. As 
yet they are still tied down by the remains of the old planning 
and financial oe. But in the next few months they are 
‘o be completely freed. 


The essence of the new system is to leave under plan- 
ning only those things “ which, if they were not wees. 
would lead to anarchy and prevent the desired development 
of the country.” The plan will stipulate how much of the 
capacity of the main industries is to be exploited during a 
given period. This will be governed by the availability of 
raw materials. For example the textile industry might be 
told to use 80 or 90 per cent of its total capacity ; but the 

antity and range of products to be made would be left to 

e industry itself to ascertain on the basis of demand. 


The plan will no longer specify the number of people to 
be employed in individual factories. It will specify instead 
the global salary fund available for a whole industry, based 
on the average wages and salaries in effect for the country 
as a whole and the average output per worker necessary to 
exploit the capacity of the industry. How the fund will be 
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distributed will depend on the workers’ council for th. 
industry, with the proviso that no increase over 500 dinar; 
a month (approximately one-seventh of the average nation;| 
wage) should be made in individual wages. 

A large part, between 70 and 80 per cent, of the surpluses 
earned by factories or enterprises are in the near future to 
be left to the workers’ councils to dispose of as they wish 
Until now, the state had been taking all surpluses anj 
redistributing them for capital construction, etc. In future 
only the prices of about 400 primary materials will je 
controlled. The old system of controlling about 10,09 
prices had, according to Mr Kidric, “hindered the free 
operation of the law of supply and demand.” 

So far as capital construction is concerned, only basic 
factors, “forming the skeleton of the national economy,” 
such as the iron and steel industry, will be controlled by 
central planning. All other capital construction will be left 
to free enterprise on the part of workers’ councils. Industries 
unable to finance desired construction will be able to apply 
to the state for grants. The workers’ councils will bargain 
with the Ministry of Finance, and if agreement cannot 
be reached the matter will be referred to arbitration. 
The net result will be that in future only about one-half of 
the capital construction in the country will be compulsory, 
whereas until now it has all been compulsory. 


Powers of a Workers’ Council 


Among the enterprises now engaged in putting Mr Kidric’s 
ideas into practice are two large factories in Zagreb, one 
making machine tools and the other electrical equipment. 
The system of control through workers’ councils and 
management boards can perhaps, at this stage, be best 
summed up by saying that, in these two factories, it gives 
the impression of being simply a highly developed form of 
joint consultation. The director or manager is appointed 
from above and can only be removed from above. The 
works council is, however, free to complain to the authority 
responsible for his appointment and to ask for his removal. 
The director appoints his own departmental managers and 
technicians, subject to the approval of the works council. 
At the Rade Koncar electrical factory, the council actually 
reversed one of the director’s decisions about two months 
ago. The director had wanted to dismiss some clerical 
staff in the accounts department as being redundant. 
The council disagreed with him and so a commission of 
three was appointed to look into the matter. It reported m 
favour of the council’s view, which the director then 
accepted, 


It was made clear by members of the management board 
that the director and departmental heads were regarded a 
their employees, but it was difficult to feel sure that this 
conception had yet been able to strike very deep roots. In 
the machine tool factory, where 1,300 are employed, the 
works council consisted of 64 elected members, and the 
management board, elected by the council, of 11 members. 
The latter were five workers from the factory floor, 1we 
foremen, two engineers, including the chief engineer, the 
head of the finance department and a director. Four of the 
members of the board and in the whole factory, wet 
members of the Communist Party. 


Among the important industrial tasks allotted to th 
councils is the setting of “ norms” and wage-rates for piece 
work. These are now to be determined individually by each 
factory or unit. This system of workers’ councils is arrang 
in pyramid fashion. with those of the individual factories 
enterprises at the base, both territorially and by industries. 
As Mr Kidric pointed-out, there has not yet been time for 
the new system to come fully into effect, but among much 
that is at present confusing in Jugoslavia it does at least 
seem clear that Marshal Tito his associates are, for 
whatever reasons, making genuine efforts to move relatively 


towards greater freedom and away from the monolithic stale 
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Some Points from Poland’s 
Census 


[BY A CORRESPONDENT] 


PoLanp is being quickly transformed from a predominantly 
rural into a semi-agricultural, semi-industrial country. This 
is the most salient feature of the temporary report, pub- 
lished recently in Warsaw, on the one-day census carried 
out last December. According to this report, over 54 per 
cent of the total population lives now on “income derived 
fom non-agricultural employment,” while the correspond- 
ing prewar figure (in the 1931 census) was less than 39 
per cent. True, both these figures are established in such 
a deceptive way as to give the impression of a rural popula- 
tion smaller than it in fact is. Still it can be estimated that 
urban population accounts now for roughly 40 per cent of 
the total, while in 1931 it was only 27 per cent. and even 
on the eve of the war accounted for substantially less than 
a third. 


These structural changes are due to two main causes: 
the changed frontiers and the industrialisation drive. In 
the post-war settlement Poland lost its predominantly rural 
eastern areas in favour of the more industrialised former 
German territories in the West. Frontier changes, how- 
ever, have been accompanied by wholesale shifts of popula- 
tion. The relative growth of urban population is even more 
remarkable, when it is remembered that the Jews, exter- 
minated during the war, constituted an important part of 
Poland’s prewar town population. Hence the growth must 
be explained mainly by the employment provided by the 
expanding industries. Between 1938 and 1950 the share 
of industrial workers in the total employment figure has 
approximately doubled, from 18 to nearly 36 per cent, and 
if the targets of the 6-Year Plan are fulfilled by 1956, an 
additional two million workers should be absorbed by 
industry and the population should then be almost evenly 
spread between town and country. 


The postwar mass migrations of population render 
estimates of the natural rate of increase difficult. From 
1945 t0 1948 some 2,250,000 Germans and over 500,000 
Ukrainians and Byelorussians left the present Polish terri- 
tory, while approximately 1,500,000 were repatriated from 
the West and an equal number came back from the East. 
Total population rose from less than 24 million in the 
summary census of February, 1946, to nearly 25 million at 
the end of last year. The Polish authorities claim that 
during that period there was a net outflow of over 1,000,000 
people and hence the real increase of population was sub- 
ee een and not just over 1,000,000. This 
igure, D » seems exaggerated. It would mean an 
anual increase of over 2 cent while other Polish 
tatistcs allow for a rise of only over I per cent. In 


1307 


any case, with its 25 million inhabitants Poland has the 
largest population of all European countries within the 
Soviet orbit. 


Ten-Acre Farms 


The housing problem provides a headache for the 
authorities and undoubtedly hinders urban development. 
According even to official statistics there are now nearly 
two persons to every room including kitchens. In the 
countryside the worst problem is the small size of the 
holdings. The agrarian reform brought about a parcelling 
of the land and only recently has the number of farms been 
slightly reduced. Thus in 1950 there were still 3,250,000 
private farms; allowing for State and collective land, 
they could not average much more than 10 acres each. The 
government considers that the obvious remedy for this 
land hunger is collectivisation with the absorption by 
industry of the surplus labour. Yet the great number 
of private farms is an indication that, hitherto at least, 
the Government has taken the mood of the peasants into 
pores and proceeded cautiously with its collectivisation 

rive. 


The report shows a substantial recovery in livestock, as 
can be seen in the following table:-— 


LIVESTOCK 
(in Thousands) 

| 19338* | 1946t | 1950t 
SNR 6 case pes eube tt chases 3,149 1,730 2,797 
We MERE 55s scene scence 9,924 3,910 7,164 
PONG oe ious cukareeeiceas 9,684 2,674 9,928 
SNR i ky «0s adie ve eins nna J a 
~~ * Present frontiers, t February census. ~~ $ December census. _ 


The tremendous increase after 1946 may have been 
somewhat inflated by the inadequacy of the census taken 
that year. Besides, to get a clearer picture of the actual 
increase Unrra shipments — particularly of horses — and 
the cattle brought in by the immigrants from behind the 
Curzon Line should be discounted from the 1950 figure. For 
horses, the comparison with prewar is not as encouraging 
as it appears. In the formerly German territories agriculture 
was highly mechanised and there was not so much need for 
horses. Now, despite the considerable improvement, there 
is still an acute shortage of driving power and great need 
of mechanisation. The peasant, however, views the tractor 
with suspicion as the spearhead of collectivisation. For 
pigs, on the other hand, for which the rearing period is 
shorter, the recovery is nearly complete. In this sphere the 
government, keen on having large quantities of bacon avail- 
able for export, has even a ned its policy of “ squeez- 
ing the kulak” and paid substantial premiums for pig- 
rearing. 
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Branches & Agencies throughout the World 





THE PROVIDENT AssociaTION 
OF LONDON, LIMITED 
Provident House, 246 Bishopsgate, Lendea, E.C.2. 


Attractive LIFE ASSURANCE terms. 


GUARANTEED CAPITAL ANNUITIES: 
Female, 60 last birthday, £1,579 10s. Od. 


‘secures £100 per annum. Cuaranteed 15 years. 
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“DEEDS NOT WORDS” isa good motto for business. Ye some 
words have great power to influence deeds. 

The name of Laing stands for many fine structures—factories 
power stations, steelworks, cement works, aerodromes and school 
—completed efficiently and on time, and for a century-old tradition 
of team work and craftsmanship. The name sets a standard which 
the firm's employees are ambitious to live up to, and so it is a grea 
begetter of deeds. 

Furthermore it guarantees that same high standard of work fo; 
those who entrust their construction to John Laing and Son Ltd. 
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Aspects of enterprise 
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For speed and efficiency in building and civil engineering 
JOHN LAING AND SON LIMITED - Established in 1848 
London, Carlisle, Johannesburg, Lusaka 


This series of announcements deals in a random 


‘way with some aspecis of the Simon Engineering 





Group's activities, organisation and management. 
Any resemblance to good advertising is purely 
coincidental. But perhaps an impression will 
emerge: the impression of many teams of engin- 
eers and scientists working with enthusiasm in 
the knowledge that they do a useful job—whose 


faith is that private enterprise must be enter- 





prising, and that its justification is public service. 


HENRY SIMON LTD 








TYRESOLES LTD COLCLAD is a composite plate In which a layer of stainless as 
bonded to a weldable carbon or low alloy steel. Special methods : 
_— ion 
on manufacture ensure a uniform thickness of cladding. If protect 


fequired on one side only COLCLAD offers equivalent corrosion 
fesistance of solid stainless steel at considerable reduction In price. 
Easier fabrication and availability of plates in sizes larger than a” 
be obtained in solid stainless steel, reduces production costs 
HUNTINGTON, HEBERLEIN & CO. LTD To assist YOU in adapting COLCLAD to YOUR products 
our technical staff is at YOUR service. 
COLVILLES LTD., 195 WEST GEORGE STREET 
GLASGOW, C.2 
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THE BRITISH COLONIES 


THE WORLD’S COLONIAL TERRITORIES have steadily gained in 
importance in recent years because the basic problems of 
colonial development are now closely bound up with world 
problems. The British colonies, in particular, in their transition 
from imperial rule to a working partnership, project economic, 
financial, constitutional, technological, cultural and human 
problems of the largest significance. 

For this reason, and in the interest both of the colonial 
peoples and of world stability, full and informed discussion of 
colonial questions is an obvious necessity. 

Owing to the shortage of newsprint, The Times has been 
unable in recent years to give as much space to colonial affairs 
as formerly. During 1950, therefore, it published as separate 
supplements three special Surveys of the British Colonies. 
These were the pilot projects for The Times Review of the 
British Colonies, which has been established as a regular 
quarterly publication, issued on the first Tuesday in March, 
June, September and December. 


The Times Review of the British Colonies draws its principal contri- 
butors from special correspondents of The Times and from recognized 
authorities on colonial subjects. It upholds the policy that the colonial 
territories should be advanced progressively to self-government within 
the Commonwealth, and advocates the economic development of these 
territories in the interests of the inhabitants themselves and of a general 
increase in the world’s wealth. 

The March issue was widely read at home and abroad and as widely 
welcomed. The next issue, which resumes the commentary on colonial 
affairs during the preceding quarter and discusses a similar diversity of 
themes, will appear on June 5, 





Review of 
THE BRITISH COLONIES 


24 Pages “ PRICE SIXPENCE - Illustrated 


From all Newsagents and Bookstalls 


ORDER YOUR COPY NOW 


The annual subscription is 2s. 6d., including postage. Orders should be sent to 
the Subscription Manager, The Times, London, E.C.4. 
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THE BUSINESS WORLD 





Films and 


] T takes a Chancellor of the Exchequer to provoke the 
British film industry into a measure of agreement— 
temporary and hedged with reservations though it is. 
Mr Gaitskell proposed in his Budget to increase the 
Entertainments Duty upon cinema receipts by {10 
million, of which £2,500,000 would be passed on to the 
industry’s various sections. For this, he is faced with 
opposition throughout the industry. The producers, who 
were intended to gain the larger part of this £2,500,000, 
have joined the distributors in support of the cinema 
owners’ protest against the increase in duty. Mr O’Brien, 
MP, whose trade union is mainly composed of cinema 
employees, has made representations to the Treasury 
in support of the tripartite Films Council’s suggestion 
that the industry should receive a sum larger than the 
Chancellor proposed. Mr Elvin, who speaks for those 
employed in film production, has deprecated the widen- 
ing of the gap between the duty charged on cinemas 
admissions and the lower rate of tax on “live” enter- 
tainments, though he has still insisted that other sections 
of the industry should pass back into the production of 
films a larger share of net receipts. The industry’s views 
command rather more consideration than is ordinarily 
given to the natural indignation of any group of tax- 
payers singled out for bloodletting. The method of tax 
remission, and the complex structure of the duty, make 
consultation between the authorities and the trade neces- 
sary ; its representatives have recently been discussing 
the Chancellor’s proposals and other suggestions with 
Sir Wilfrid Eady. 

The cinema exhibitors’ outbursts, and their conten- 
tion that Mr Gaitskell is over-optimistic in his revenue 
estimate, are not based simply upon the argument that 
the proposed increases in price—an average of about 
twopence a seat—would be more than the traffic can 
bear. Receipts from Entertainments Duty have indeed 
fallen since the bountiful postwar years, but last year’s 
drop was caused largely by the first “ Eady ” remissions ; 
cinema audiences continued gradually to fall, but an 
increase in seat prices during the autumn brought total 
box-office receipts to just over the 1949 level. In the 
quarter following that increase, admissions did drop 
quite sharply, and cinema managers believe the decline 
has continued ; but the effect of price changes upon 
cinema attendance is far from clear, Exhibitors suggest 
that the decline in attendances is more marked in large 
centres of “ white-collar” population, such as London, 
than in industrial areas ; this would be in line with past 
experience that cinema attendance closely reflects general 
economic conditions in the country—for example, the 
shortage of consumer goods in 1946-47, and the sharper 

_ effect of today’s rising prices upon salary earners. Other 
influences are exerting an effect, particularly the spread 
of television ; but few exhibitors would care to generalise 
about their result. The industry’s apparent confidence 
that gross receipts have not reached the point of diminish- 


the Duty 


ing returns was demonstrated in its first counter-proposais 
to the Chancellor: that cinema prices should be raised 
by an average of threepence, not of twopence, the 
“ floating penny ” to be wholly retained by the industry. 
They concede that such an increase may have some 
slight effect upon attendance, or may prompt patrons to 
switch to cheaper seats, which would have less effect upon 
takings ; but they argue that their proposal would be 
more practicable than the Chancellor’s 


This sounds paradoxical. How can it be argued that 
an imcrease of threepence in the average price of 
cinema seats, designed to bring in an extra £15 million 
a year, would be more likely to retain last year’s level of 
audiences than an increase of twopence to bring in {10 
million ? Simply, say the exhibitors, because without 
more net revenue a substantial number of cinemas—up 
to a thousand—will have to close this year ; some of 
those who would be willing to pay an extra twopence 
for a seat would not be able to find that seat to occupy. 
Throughout the country, admittedly, only 38 per cent of 
the 71 million “ seat-performances ” a week that make 
up the cinemas’ total “capacity” are filled ; but any 
wide-scale closing of cinemas, apart from the undesir- 
ability of driving the small man out of the business, 
would further limit the range of choice of a large pro- 
portion of patrons and would, therefore, further reduce 
the total receipts of the exhibitor, the distributor, and 
that now favoured pair who share in the proceeds—the 
Exchequer and the producer. 


& 


The validity of this argument is obviously not easy 
to assess. In negotiations of this kind, no party can be 
expected to understate his case: and the possibility 
that cinemas might have to close is conceded in some 
quarters only in terms of the marginal and inefficient 
few. The Cinema Exhibitors’ Association has, however, 
produced at the request of the Treasury certain sample 
figures, the validity of which has not been seriously 
attacked—in fact they illustrate a trend in the cinema 
business that has been attested by independent scrutiny 
since the war. Last year’s operating results for a sample 
of cinemas with gross takings of {£7,500 are given 2 
an average profit of £148 ; of cinemas with £7,500 
£10,000 gross takings, a loss of £75 ; of cinemas with 
£10,000 to £15,000 gross takings, a loss of £20; «f 
cinemas with £15,000 to £20,000 gross takings, a profit 
of £620 ; and of cinemas taking over £20,000 a yeal; 2 
profit of £2,269. In 1939, gross box-office receipts wert 
roughly £45-50 million, from which Entertainments 
Duty took £5,500,000, leaving the industry about £4? 
million. Last year, from box-office receipts of £105 
million, duty took nearly £37 million, leaving the indus- 
try as a whole £68 million. Net receipts at cinemas, 
therefore, have risen by perhaps 60 per cent compared 


with prewar years. The exhibitors claim that their 0os's 
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have risen disproportionately during the same period— 
(lm hire by 80 per cent, wages and salaries by more than 
100 per cent, and consumable stocks such as carpets, 
eats, heating and ventilating equipment by 300 per 
cent or more. “Such cost increases are inherently 
probable and it seems reasonable, therefore, to assume 
that the exhibitors’ profits have suffered. The CEA’s 
postwar figures suggest a sharp decline in profitability 
since the busy days of 1947. Whether the composition 
of the CEA’s sample of cinemas from which profit figures 
are derived is entirely representative is hard to assess. 
But the lean margins of profit for some classes of hall and 
the losses reported by others suggest that film exhibition 
may be tending towards that state of constant unprofit- 
ability usually associated with film production. 


On the production side of the industry, the state of 
business is in very low water. The employees’ unions 
report that a large proportion of their members are 
unemployed ; one-third of the industry’s sound-stages 
ate idle ; and the spring of Government finance that 
has kept British film production going in the past three 
years, the National Film Finance Corporation, will dry 
up by the end of the summer, when nearly all of its 
allotted {6,000,000 will have been loaned to independent 
or “group” producers. It is proper to point out that 
comparisons of employment in the industry tend to 
be based on the highly inflated period of film production 
in 1948 ; there seems little doubt that the present level of 
employment and production is much closer to what the 
cinema industry, and the taxpayer, can support, given 
the present compressed revenue of the industry as a 
whole. British film production, indeed, is showing faint 
signs of recovery ; of the first feature films backed by 
the NFFC that have been out long enough to offer a 
reasonable estimate of ultimate taki nearly half 
seem likely to make profits, though the profits will 
be well short of the losses on the failures. Some of the 
proceeds of the “ Eady levy” (the first tax remission, 
which took the form of a “ voluntary ” levy upon exhibi- 
tors for film production) are about to be distributed, 
and these will help to swell the takings of films shown 
since the scheme was introduced in the autumn. But it 
is far too early to suggest that British film production is 
about to become profitable and self-supporting. 


In assessing the prospects for the several sections of 
the trade, it is fair to ask what measures each has taken 
towards setting its own house in order, and how far they 
have been ready to comply with the recommendations 
of the Plant and the Gater reports. In distribution, not 


much has been done. The trade welcomed the Plant 
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report with praise, seized upon and has quoted ever 
since its conclusion that the burden of Entertainments 
Duty was too great, and has presented plausible explana- 
tions why the measures suggested in the report could 
not, in any particular case, be carried out in practice. 
These explanations, however, seem to have carried a 
hint of bargaining terms; and there is some recent 
evidence that, given the state of business today, many 
exhibitors might look more favourably upon <t least some 
of the report’s recommendations for increasing profit- 
ability by restoring more competitive trading. In pro- 
duction, there has been a considerable elimination of 
waste, partly by more careful budgeting and costing, and 
partly by the old-fashioned method of penny-pinching ; 
here, too, the NFFC has had considerable influence. 


* 


Whatever may be the results of the consultations 
between the Treasury and the trade—and it seems too 
soon to assume that no compromise will emerge—there 
is good reason to ask whether the whole purpose and 
incidence of Entertainments Duty should not be re- 
examined. Beyond its obvious purpose as a useful source 
of revenue, the duty as at present constituted has a 
numuver of effects, some designed, some perhaps com- 
placently accepted. It serves certain rather ill-defined 
purposes of cultural discrimination between different 
entertainments ; it has recently been adapted to redis- 
tribute the proceeds of film exhibition; and it acts 
as an indirect, and sometimes peculiarly irksome, method 
of price control. Discrimination between “ live ” enter- 
tainment such as the theatre, the music-hall, circuses and 
menageries, and various forms of sport, on the one hand, 
as deserving the encouragement of considerably reduced 
rates of duty (and sometimes of no duty at all), and 
cinemas and racing, on the other hand, which pay the 
full rate, is of long standing ; but it would not be easy 
to demonstrate the relation that the duty bears to the 
present profitability of operation of different entertain- 
ments within the two classes. There is probably reason 
for such discrimination in certain cases ; but it is hard to 
believe that the present pattern is nicely calculated to 
denote cultural virtue, financial standing, or public 
esteem. Remissions of duty on the cinema according 
to a dictated pattern, as against that which would follow 
naturally from the ordinary flow of revenue within the 
industry, raise major questions of film policy. But should 
it be for the Treasury to decide or administer that 
policy ? 

This summer Parliament will have to consider 
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the clauses in the Finance Bill on the new duties, the 
. report of the National Film Finance Corporation, the 
question whether further public money should be adven- 
tured in British film production, and, possibly, a bill 
amending the Quota Act. Film policy, it seems, will 
proceed piecemeal as before, and confused by a division 
of authority that stems directly from the third function of 
the Entertainments Duty—its efficacy as a price control. 
By setting the duty upon each individual price, and 
graduating it in a series of most awkward steps, the 
Treasury operates a very effective price control over 
the industry. It has never had to justify such a control, 
and there is no price regulation committee to review 


New Basis 


VENTS in the wool market during the past two 

months have raised considerable doubts about its 
future stability. Since the war ended, wool prices have 
risen almost continuously; interruptions to the rise 
seldom lasted more than a month and were often reversed 
in a week or two. This time the fall has been sharp 
and recovery slow. The first setback occurred in South 
Africa in the closing days of March. Then in the first 
week of April, wool prices in Australia fell by as much 
as 30 per cent in a single day—the sharpest fall since 
1921—and lower grade wools suffered more than better 
grades. This brought wool prices to a general level 
slightly above that of last December, when they were 
still some 40 per cent higher than in June, 1950. Since 
this big fall two months ago, prices have see-sawed 
about the lower level. Last week, wool was trying to 
recover in the dominion markets; then the London 
sales opened ten days ago and prices fell by § to 
10 per cent, to be followed this week by further falls 
in the dominion and London markets. On the average, 
wool prices are still no lower than they were at the end 
of 1950, but they wear an uneasy look. 


The immediate cause of the market’s present weakness 
is the absence of buyers from the United States and the 
Continent ; Bradford has been virtually the market’s sole 
support. American manufacturers bought heavily 
between September and March and in the first three 
months of this year their purchases were mainly to meet 
defence contracts and prices soared to peak levels. The 
United States Government imposed ceiling prices on raw 
wool for civilian goods at the end of January, but the 
rise in the cost of living in the United States had already 
outpaced the rise in incomes, and a large section of the 
public was heavily committed to repayments of 
instalment credit. In consequence, sales of textiles 
declined sharply. The ceiling prices certainly prevented 


WOOL PRICES 


pence per Ib. pence per ib 
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its operation from time to time. These steps in duty 
which tend to magnify changes in price very sharply 
act as an effective deterrent upon the exhibitor’s desir 
to pass on his increased costs, as many other industrie 
that are subject to formal price contro! are able to dg 
Whether some simpler form of gradation would be pre- 
ferable or whether some different form of collection 
perhaps on an ad valorem basis, might bring in the 
required revenue and leave the exhibitor more able i 
exercise his commercial freedom are questions {o; 
examination. These matters and the better co-ordination 
of Government policy towards films deserve fuller study 
than the authorities have yet been disposed to give, 


for Wool? 


American manufacturers from buying wool for civilian 
purposes and where their commitments had been met 
at the end of March, they withdrew from the market, 
Recently the American Government raised the ceiling 
prices so that they are now above current market prices. 
But American manufacturers have preferred to use up 
their existing stocks rather than buy new supplies. In 
Europe, too, manufacturers are anxious about the 
reaction of consumers to the higher prices that will 
have to be paid for textiles in the coming months, and 
are unwilling to increase their stocks. 


The imfluence that the United States exerts on the 
wool market follows from the simple fact that since the 
war the United States has displaced Britain as the world’s 
largest consumer ; last year it accounted for almost a 
quarter of the world’s total consumption of wool whereas 
Britain used less than a fifth. Moreover, last year the 
United States displaced Britain as the world’s largest 
importer of raw wool, taking 467 million Ib (clean) 
against Britain’s 357 million Ib. World production of 
raw wool has expanded almost continuously since the 
end of the war, and output in the current season 1s 
estimated at about ro per cent above the average for 
1934-38, despite a § per cent fall in numbers of sheep 
compared with prewar years. An increase in the average 
weight of fleece and a higher yield of clean wool have 
made an important contribution to the rise in world 
production, and numbers of sheep are now increasing. 
But since the war, consumption of raw wool bas 
regularly exceeded output and the gap has been bridged 
from stocks held by the Joint Organisation, the United 
States Commodity Credit Corporation and 
American exporters. These stocks, accumulated during 
the war years, will be exhausted by the end of this 
season ; from July onwards consumption will have to 
be matched to each year’s production. Supplies of raw 


Baka sh icijabcnsenatseniahgliginsimansieina niente 
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yoo! during the current season are estimated at 
2,360 million Ib (clean) ; the clip is provisionally put at 
2.270 million Ib and the small balance comes from 
socks. First estimates of world production for 1951-52 
will not be known for two or three months. But if output 
soain increases by 3} per cent, as it did last season, it 
wil] total 2,350 million Ib. In that case, available supplies 
wil barely match those in 1950-51, and this assumed 
gutput depends very much on the weather. 


* 


World consumption in 1950 reached a record level 
of 2,650 million Ib (clean), 9 per cent larger than in 
i949 and nearly 30 “per cent larger than immediately 
before the war. Consumption of materials other 
than wool by the wool textile industry increased more 
sharply by about 173 per cent, though these mixing 
materials probably accounted for no more than a quarter 
of the total consumption of fibres by the industry. 
Production of tops last year rose by 14 per cent, produc- 
tion of yarn by 15 per cent and output of tissues by 
10 per cent. Such increases in wool textile production 
are of no mean size ; it would certainly seem that by 
the end of 1950 the restocking of wardrobes had been 
completed and some hoards had been built up against 
future shortages. A certain reduction in civilian demand 
this year would thus seem inevitable, apart from the 
fact of rising prices. In fact, world consumption of raw 
wool declined quite sharply in the first quarter of 1951 
to an annual rate of between 2,375 and 2,400 million Ib, 
representing a fall of 10 per cent from last year’s record 
figure. Consumption declined in all the main countries, 
but the biggest fall was registered by the United States 
and the smallest by Belgium and the Netherlands. The 
steep rise in wool prices in the last quarter of 1950 
apparently went a long way towards reducing consump- 
tion to the level of available supplies, and the further 
nse in the first quarter of this year has yet to show its 
full consequences. 


These consumption figures, however, do not include 
purchases for government stocks. If the American and 
British authorities intend to put raw wool into stock, 
consumption will have to be cut still further. The 
American Government announced recently that it would 
hot pursue its programme of buying raw wool for stock. 
In present circumstances, that is a reasonable decision, 
though no doubt there would be pressure to rescind it 
if the international situation were to take a turn for the 
worse. But the supply of textiles for civilian use will 
Mm any case be reduced as contracts for service cloth 
are placed. The scope for increasing the use of materials 
other than wool is limited. Output of rayon and syn- 
thetic fibres is unlikely to expand sufficiently to help 
the wool textile industry to any significant extent and 
¢ven supplies of re-processed wool are unlikely to 
increase sharply. Military requirements for wool cloth 
have not been disclosed. A recent American estimate 
puts American army needs at 110 million Ib. (clean) 
a year ; the total of all countries for military needs might 
perhaps be 150-200 million Ib or about § per cent of 
last year’s total consumption of wool. But these are 
guesses, and other estimates have run much higher. 
Even the lower figure of 150 million Ib, however, would 
teduce the es of raw wool available for civilian 


Purposes next season from 2,350 million Ib to 2,200 
million 1b, which would imply a fall of 8 per cent in the 
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current level of consumption and of 17 per cent 
compared with last year. 
* 


One problem for the wool market is to decide whether 
prices of finished textiles are already high enough to 
curtail civilian demand. World stocks of wool are known 
to be small, though stocks of tops, yarns and tissues 
have increased, and so have stocks of piece-goods and 
clothes both in shops and homes. The frantic buying of 
textiles which lasted from September to March has died 
down and consumers are showing reluctance to pay the 
higher prices. There may be little reason for fearing 
that wool prices will fall below the level of last December, 
at least more than temporarily, but the future 
course of wool prices depends ultimately upon 
the decisions of governments. Discussions about a 
possible scheme for the international allocation of wool 
continue in Washington. They have made little headway 
and it would be surprising if a definite plan were to 
emerge from the negotiations ; the recent sag in wool 
prices has at least damped American interest in allocation. 
But whatever happens in Washington a scheme for a 
permanent Commonwealth marketing organisation to 
protect wool growers from a drastic fall in price seems 
to be taking shape. Details of the proposals, which were 
submitted to the International Wool Study Group last 
October, were published last week in London. The 
partners in the proposed scheme would be Australia, 
South Africa, New Zealand and Britain ; Australia was 
particularly insistent on British participation. Under 
the provisional agreement reached between the four 
countries, Britain would contribute {12 million to a 
central stabilisation fund of £66 million. Reserve prices 
would be fixed each season and if the market fell below 
the reserve levels, the wool would be bought in by the 
organisation and re-sold at some later date. The 
mechanism of the scheme resembles that used by the 
Joint Organisation in the disposal of wartime stocks. 
The main difference is that whereas this country had a 
major voice in the policy of the Joint Organisation, it 
would have only a minor voice in the new organisation. 
Whether the new organisation will come into operation 
or not depends on the result of a referendum in Australia. 
The Australian Government has agreed to the proposals 
provided that the majority of the woolgrowers vote in 
their favour. 


The proposed scheme is essentially a producer’s 
marketing agreement with one consuming country which 
can be outvoted on allissues. It rejects all the principles 
of international commodity control laid down in 
Chapter VI of the Havana charter, even though certain 
of its features are more acceptable than those of prewar 
commodity restriction schemes. It is one thing to ensure 
that primary producers are not reduced to penury, as 
they were in the early "twenties and again in the earlier 
"thirties. But it has to be asked whether this country 
should take part in an organisation which is in conflict 
with the principles of international co-operation to which 
the present Government has subscribed or whether this 
country’s financial contribution is compensated by a 
sufficient say in policy. It must be remembered that 
the three southern dominions have in recent years earned 
fabulous profits from selling raw wool. - That they are 
still enjoying high prosperity makes their insistence on 
the proposed eae and on the generous support of 
the British Government, the more remarkable. 
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Business Notes 


Two Voices on Exchange Policy 


By a wry coincidence the Economic Commission for 
Europe’s unexpected plea for appreciation of Western 
European currencies was teleased in Geneva last Sunday 
night—just as the managing director of the International 
Monetary Fund was releasing in Washington his second 
annual report on exchange restrictions, which announced 
that the removal of “ inappropriate exchange rates” since 
September, 1949, should make it possible for much greater 
progress to be made towards multilateral and unrestricted 
world trade. These two contradictory counsels are based 
on careful statistical studies of two very different backcloths 
—the ECE has its eye on the short term prospect that has 
been facing Europe since the Korean crisis started and the 
IMF has its eye on the long term prospect that has been 
facing world trade since the dollar crisis passed its peak. 


For the ECE, as is explained in a summary of its report 
on a previous page, the salient fact of the present situation 
is that European countries are “faced with additional 
armaments expenditure in 1951 amounting, in several cases, 
10 3 or 4 per cent or more of national income. In some of 
them, too, the adverse effects of the changed price relation- 
ships in foreign trade may amount to another I or 2 per 
cent of national income.” In most countries, the ECE 
believes, these increased claims on the national product could 
be offset by increased production if raw materials were forth- 
coming. Since raw materials are unlikely to be forthcoming 
in adequate quantities, however, demand is likely to increase 
faster than supply and prices of manufactured goods will 
thus, in the absence of positive disinflationary steps, move 
up to the level appropriate to their scarcity value—a level 
that raw material prices have already attained. The ECE 
believes that this process of “ letting internal inflation run its 
course” would be “ vastly more disturbing ” than the alter- 
native method of “ cutting short” the process of adjustment 
between manufactured and raw material prices by currency 
appreciation in the manufacturing countries of Western 
Europe. It recognises that some countries—especially the 
United Kingdom—have based their plans for making way for 
tearmament on the assumption that consumption can be cut 
by allowing retail prices to rise and hoping that wages will 
lag behind them. Revaluation would lower the internal 
prices of imported goods, and thus run counter to this policy, 
but the ECE plainly does not think much of the policy of 
relying on price inflation in any case. It stigmatises the 
Bntish Economic Survey’s assumptions about likely rises in 
import prices and wages this year as “ optimistic ” and con- 
siders that there is “ small doubt, even should import prices 
rise no further” that the British cost of living index will 


tise much further in 1951 than the authors of the Survey 
assumed. 


The ECE’s recommended line of policy, in short, is to 
counter the excess of demand over supply by fiscal policy, 
logether with direct and indirect controls on investment ; and 
‘© counter cost inflation by a flexible exchange rate policy 
and a wage moratorium. This is a call for sudden stopgap 
tactics in the middle of a storm. The IMF report, on the 
other hand, is a strategic assessment of world trade prospects 
how that the winter of acute dollar shortage has apparently 
passed. The IMF believes, admittedly, that removal of trade 
restrictions would have a short-run anti-inflationary effect by 
‘increasing the quantity of goods available for domestic con- 
‘sumption, but its main theme is clearly that a more economic 
use of the world’s resources “ would cot benefits outlasting 
the present emergency.” Under the IMF’s articles of agree- 
ment, any member that still retains discriminatory exchange 
restrictions (including, of course, special restrictions on dollar 
Mports) after the Fund’s fifth anniversary in March, 1952, 


must enter into consultations about their continued retention. 
Last week’s report by the Fund’s managing director really 
did little more than sum up the exchange restrictions exist- 
ing in more than forty,countries and give notice that the 
process of “ consultation ” was about to begin. 


* * * 


Report on Rearmament 


Perhaps the only official body that is capable of forming 
a comprehensive view of the progress of the rearmament 
programme is the Select Committee on Estimates. Its first 
report, and the evidence that accompanies it, throw most 
valuable light on general rearmament policy (to which refer- 
ence is made in a note on page 1282); but its detailed 
examination of certain special aspects of the programme, 
such as the provision of machine tools and electronic com- 
ponents, and the expansion of capacity for producing aero- 
engines, may be of equal importance. Certain of the sixteen 
recommendations made in the report would inevitably have 
ensued as the programme developed from planning to pro- 
duction ; but the fact that the Committee directed timely 
attention to them when it was taking evidence may not have 
been without effect. 


The Select Committee’s investigation of machine tool 
requirements and the steps that are being taken to meet 
them revealed what had already become known—that the 
Ministry of Supply’s decision to rely primarily upon imported 
tools was backed up by quick work in placing orders in 
America. But it also revealed the somewhat divided views 
of British machine tool manufacturers about the contribu- 
tion that the home industry might be expected to make. Its 
adoption of a suggestion, first put forward by spokesmen for 
the machine tool industry, that a considerable reserve of 
under-used machine tools may exist within the engineering 
industries in general, and that a census should be taken of 
tools that could if necessary be requisitioned for defence 
production, might provide a useful remedy if delay in 


deliveries of particular machines began to affect the defence 
programme. 


The Committee also pursued with some pertinacity a state- 
ment that the construction and installation of high-speed 
automatic machinery for producing special valves for elec- 
tronic apparatus had been closed down in response to a 
campaign for economy in Government expenditure two or 
three years ago. Official evidence was given that these 
developments had been suspended in one case through slow 
progress and in another for security reasons; the Select 
Committee now recommends that steps should be taken to 
expedite the construction and installation of automatic plant 
of this kind. 


* * * 


Manpower for Defence 


In due course manpower will probably become the most 
critical factor in the whole defence production programme ; 
in certain industries that are now heavily engaged, the 
Select Committee was told, shortages already exist. Skilled 
manpower was scarce before the new scale of defence output 
was imposed upon the engineering industries; and in the 
aircraft industry, for example, leading industrialists are 
already convinced that direction of labour will soon be 
necessary. They do not believe that any significant transfer 
of manpower into rearmament work has yet occurred ; nor do 
they expect one. Industries such as airframe manufacture 
and machine tool production are not especially highly-paid, 
in comparison, for example, with the motor industry (which, 
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according to official witnesses, will as far as possible not be 
burdened with defence orders that might seriously affect 


current civilian output). Last week, in a statement to Bristol ~ 


Aeroplane shareholders, Sir William Verdon Smith repeated 
a view expressed before the Committee: that there was no 
incentive to transfer to armament production, with its 
tradition of fluctuating programmes, in conditions of full 
employment and rising prices. 


Direction of labour, apart from being repugnant, would 
be an exceptionally clumsy instrument for achieving defence 
requirements of the dimensions at present envisaged. The 
last official estimate of the transfer of labour that might be 
necessary for the whole programme, given in the Economic 
Survey, was 500,000 workers, or just over 2 per cent of 
the working population, though admittedly a much higher 
proportion of certain specialised groups in it. Sir William 
complained that to rely on economic incentive might force 
“ another dangerous round of inflation by the encouragement 
of competing earnings”: it seems debatable whether the 
effect of higher wages:in defence production—which may 
presently get some assistance from the delayed release of 
labour from certain light engineering firms deprived of 
materials or compelled to change their products—would be 
more dangerous in present circumstances than the reintro- 
duction of powers of direction. It is probably too early even 
to judge the case fairly. Another point made before the 
Committee by representatives from nearly all the industries 
involved from the outset in rearmament may need swifter 
action. Their reserves of skilled labour are being adversely 
affected by the call-up. Deferment means that apprentices 
are lost to them just as they become fully skilled. The 
call-up may involve only 2} to § per cent of the total man- 
power of such concerns, but, in aircraft production for 
example, such losses of skilled labour can have serious effects 
on output. 

* * * 


American Policy on Materials 


A new American attitude towards the allocation of raw 
materials is to be discerned in the lengthy statement issued 
by the American Government last Tuesday. Like all govern- 
ment pronouncements on tender subjects, the new statement 
does not lack ambiguities and it leaves plenty of room for 
mancuvre on principle and bargaining on detail. It is 
couched, too, in more than usually obscure “ officialese.” Its 
first guide to policy, for example, declares that “ when there 
are competing requirements of similar high essentiality in 
terms of overall objective, allocations policy should attempt 
to satisfy such requirements according to the degree to which 
they will contribute ” to six specified results. 

Thus the statement is not in any sense a hard and fast 
programme ; it amounts to nothing more than an administra- 
tive guide to the various government departments that may 
be concerned with sharing out scarce materials in their 
efforts to get the best return for the defence of the west. It 
marks the realisation by the United States that raw materials 
produced within its own territory must be made available to 
other countries engaged in the joint defence effort. Its broad 
purpose seems eminently sensible ; its detailed fulfilment 
might involve each department in a major piece of research 


into the economies of friendly powers before making any 
allocation. 


Scarce materials controlled by the United States will be 
allocated to other countries according to whether they are 
used for one or more of six specified purposes. The first is 
military production in the free world, including its expansion 
and improvement ; the second is the increased supply of 
essential materials to help American and other countries’ 
efforts in the defence of the free world—stockpiling is con- 
sidered part of that defence ; the third is the main- 
tenance and expansion of essential facilities and the mainten- 
ance of minimum civilian needs in the free world ; the fourth 
is the reduction of the dependence of other countries upon 
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American military and economic assistance ; fifth co 
reduction of their dependence on supplies from Iron Curtain 
countries ; and last, the prevention of political deteriora tt 
in vital areas. These six purposes are not listed in order 9° 
relative importance. At any point of time one might be cop. 
sidered more important than the others. * 


The other directives state that, when all needs ip +. 
highest category have been met, any surplus of supplies 
should be allocated so as to achieve equal sacrifices among the 
countries of the free world. Foreign buyers must be Biver 
delivery before domestic buyers if their requirements are 5 
“a higher essentiality”; but a recipient country must no; 
export potential war material to the Soviet Union. The;. 
may be particular significance in a directive that calls attep. 
tion to the need to encourage other countries to adopt simi|); 
policies for controlling supplies in their own areas. Does thi, 
mean that British requirements of American sulphur ani 
molybdenum will get a lower priority rating on the groun: 
that Britain is not allocating wool and rubber ? 


* * * 


ay + 
mes the 


New Prices for House Coal 


“Zone delivered pricing” of house coals, which the 
National Coal Board has introduced this week, wil! cost it 
about 11}d. a ton in turnover on domestic coal (equivalen: 
to about £1,500,000 a year) until the complementary “ price 
structure ” for industrial coals is introduced. The domestic 
coal scheme, which came into effect at the same time as a 
system of lower summer prices to induce householders to 
fill their cellars, is based upon a principle accepted b; 
the Board in 1948: that within each of 60 zones covering 
the country, coals of similar grades will cost the same to the 
domestic consumer, and that he should not have to pay for 
better coal than he receives. 


Transport costs are also to be “ equalised” for each zone, 
if this were not done, a poor-quality coal carried a long way. 
and perhaps supplied to a consumer without option, might 
cost more than a better coal mined nearer. As a result, 
transport will be represented in the single zone price by the 
average of the freight costs of delivering coal in that 
area from all collieries that may send it there. Across the 
country as a whole, house coal prices will, as now, rise 
according to distance from the collieries: but within each 
zone there will be no distinction of price for the same quality 
coal irrespective of its source. At the same time, the many 
“ qualities” of coal that a merchant may offer will be 
grouped into eight NCB quality grades, based partly upon 
scientific and partly upon commercial criteria ; these grades 
will differ from each other by 3s. 4d. a ton (except those at 
the top and bottom of the range, where the difference wit 
be §s.). Retail prices for different grades will vary only by 
these margins, since the Ministry of Fuel is standardising 
merchants’ retail margins. 


There is no doubt that the average domestic consumer 
will agree with the NCB in accepting this system as a reason- 
able compromise between “ one price for the whole country 
—which might perhaps have cost consumers near the mines 
as much as 15s. more a ton—and the more strictly econom' 
basis of pithead costs plus the actual cost of transport © 
market. The householder will almost certainly prefer 2 
simple and manageable tariff, and the merchant may find 
the system less complex, though it may affect his own flex'- 
bility of operation. Both distributors and NCB ought to find 
that the scheme lessens complaints about quality. Since the 
zone prices will broadly reflect transport costs from the pit 
the NCB should be able to supply coal from the source with 
the lowest costs, The improved system of grading coal—for 
a wider variety of uses—will no doubt provide the basic 


foundation of the industrial price structure on which th: 
NCB is engaged in discussion with representatives of cot 
sumers. But the zone-delivered system may not be % 
welcome to industrial consumers, who can less afford {© 


ignore or forego the advantages of economic location. 
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Steel for Rearmament 


The British Iron and Steel Federation, having taken 
time to reflect upon its apparent disagreement with the 
Minister of Supply about the prospects for this year’s steel 
output, is now prepared to commit itself more firmly to 
its known views: 

These developments in the raw materials position should 
enable steel production to be maintained at the rate of 16 
million tons a year in 1951-52, as envisaged in the original 
Development Plan, and the rate of 18 million tons, agreed 
with the official Committee under the chairmanship of Sir 
Edwin Plowden for the middle 1950’s, to be reached by about 
1954-55. 

The developments on which the Federation is counting 
include the benefits in the second half of this year from new 
capacity, based on home ore, that is now being built. This 
includes new ore treatment equipment at the Appleby- 
Frodingham works of the United Steel Companies, new blast 
furnaces at Lysaghts’ and Richard Thomas’s Scunthorpe 
works, and also at Sheepbridge. These additions, together 
with the blowing-in of furnaces now being relined, should 
raise pig iron production by some 10,000 tons a week, or 
500,000 tons a year, during the second half of 1951 ; if so, 
they may mean that the crucial raw material problem will be 
shifted to the supply of coke, of which greater quantities are 
used in smelting home ores. 


Allowing for lower imports of steel this year than last, 
but also for some draft on producers’ stocks of ingots and 
semi-finished steel, the Federation estimates in its latest 
Statistical Bulletin that current supplies of steel will be 
slightly reduced this year compared with 1950. Since exports 
have already been cut, the Federation believes that deliveries 
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of steel to the home market may be slightly larger this year 
than last. But last year’s actual consumption, allowing for 
the reduction of consumers’ and merchgnts’ stocks, was pro- 
bably — than the figures for deliveries suggested ; so 
supplies for use at home may differ little, the Federation con- 
cludes, from those in 19§0. 


In a further useful study of possible changes in the pattern 
of steel consumption as rearmament absorbs more resources 
and workers, the bulletin notes the wide variation. in annual 
consumption of steel per worker between, for example, the 
12.5 tons in drop forgings and the 1.4 tons of certain light 
engineering work. Shifts in the distribution of labour, there- 
fore, may considerably affect the steel needs of the industries 
involved in rearmament ; since some of the remaining indus- 
tries (such as collieries) cannot be restricted, steel consump- 
- tion by other industries will have to be reduced more than 

proportionately. ‘The same considerations apply to the 
demand for individual products, and in the coming months 
to the demands of the new Margam strip mill for materials ; 
the question whether expansion in motor output, which 


consumes also about two-fifths of the country’s steel, - 
nace 


can be expected to continue, must greatly affect 
oe pees: ee meranpsciene feels that “some form 
0 tion scheme for steel generally may be necessary ” 
but it urges, pending the working out of further 
machinery, that broad decisions should be taken about the 

rmissible scale of steel consumption for the main consum- 
ing industries of the country. 





Fuel for Jet Aircraft 


The supply of fuel for a jet-powered air force is matte 
urgent consideration. Kerosene is still the san. 

dard gas turbine fuel in this country and appears as such j, 
the aviation turbine fuel specifications published by 2 
Ministry of Supply. But only seven to ten per cent of crude 
oil consists kerosene and, even though the maximum 
quantities are not at present extracted, the oil companies yi!| 
not be able to supply the civilian market and at the same tim. 
meet military requirements when the aircraft now being built 
under the rearmament programme are in service. A B35 
turbine aero engine will run on motor or aviation spirit, and 
all military engines built in this country and in the United 
States now have to be cleared for operation on both types 
of fuel. Yet at best, the use of aviation spirit is an unsatis- 
factory expedient that can be justified only by the greater 
difficulties of supplying two separate fuels for jet and piston- 
ned aircraft. These difficulties may occur in forward 
ting areas, and American carrier-based jet and piston- 
engined aircraft both operate on a high grade of aviation 
spirit. British carriers will probably store both types of fuel, 

Both motor and aviation spirit are lighter oil fractions than 
kerosene and they boil at lower temperatures and atmo- 
spheric pressures. The rapid rate of climb and the high 
operating ceiling of jet aircraft leads to boiling which has to 
be overcome, either by pressurising the fuel tanks of the air- 
craft (so that the spirit is insulated from rapid atmospheric 
pressure changes) or by providing wide air vents in the fuel 
tanks through which the gases can escape. But both devices 
seriously curb the range of the aircraft; pressurising 
increases the structure weight and so reduces the weight of 
fuel that can be carried and the air vents may lead to a loss 
of as much as 30 per cent or more of fuel in the tanks. The 
use of aviation spirit also reintroduces the fire risks associated 
with fuels of very low flash point, a risk that was greatly 
reduced by the introduction of kerosene. 

The problem is to develop a new turbine fuel that will 
be more plentiful than kerosene and more suited to the jet 
engine than motor or aviation spirit. Gas turbines will 
operate on a much wider range of fuels than reciprocating 
engines and the United States authorities have already pub- 
lished a specification for a wide range distillate turbine fuel. 
It consists of all the kerosene fractions, a large proportion of 
the motor spirit fractions and a considerable proportion of 
the heavier diesel fractions. The aircraft industry has since 
objected to the specification because of the practical disad- 
vantages of using a distillate with too high a vapour pressurc 
in turbine engined aircraft. Furthermore, the effect of pro- 
ducing large amounts of such fuel on the supply of other 
petroleum products has to be considered and some com- 
promise will have to be reached between getting the most 
suitable operational fuel and meeting the demand for other 
refined products. Such a new fuel, when its composition is 
finally decided, might perhaps use some 25 to 30 per cent of 
the crude, omitting the lighter part of the motor spirit 
fractions and possibly taking a smaller toll of the heavier 


x x * 


The Provision of New Fuels 

Whether this will represent an ideal solution will depend 
on the fuel requi of a jet air force in wartime. In the 
last war aviation spirit rep: ten to twelve per cent of 
the crude, It is to assume that, whereas the fuel 
ion, measured in air miles a gallon, of the large- 
range jet bombers will be comparable with that of the samé 

of aircraft in the last war, the fuel consumption of the 


er-range bomber and of fighter aircraft will be sub: 
stantially bigger. On the other hand, owing to the added 
cost and complicated production of the turbine-ngined 
military aircraft, air forces are unlikely to be larger than those 
of the last war. Nevertheless, greater quantities of turbine 
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for sound insulation 


FIBREGLASS LTD 


HOOVER LIMITE 





and absorption 







It is easy enough to boast about 
good teamwork. But it is a 
fact that at Hoover Limited the whole 
organisation does function as a well- 
knit team. 

Relations between staff and manage- 
ment have always been particularly 
happy; there is excellent co-operation 
between one department and another; 
and most of those holding high positions 
in the Company today have worked 


Factories at: 


* RAVENHEAD, ST. HELENS, LANCS «+ ST. HELENS 4224 








TEAMWORK 


their way up together, and can look 
back over long years of fellowship in 
joint endeavour. 

Hoover teamwork is, however, not only 
a source of gratification to members of 
the team itself. It is of considerable 
benefit to the public at large. For with- 
out it, Hoover products and Hoover 
service could not possibly be maintained 
at the present high level, or be raised to 
even higher standards in the future. 


Makers of Electric Cleaners, Washing 
Machines, F.H.P. Motors, Commutators, etc. 
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RUSSIAN 
PURGE 





A unique and factual insight into 
the Russian system of Government 


series of articles describing and explaining 
the recurrent Russian purges, written by 
two who were imprisoned for many. months 


One of the authors was a Soviet historian 
and the other a German scientist. Their 
account, unlike the familiar torture stories, is 
remarkable because they had the depth of mind 
to look beyond their personal experiences 
and to observe exactly why what happened 
did happen—and will continue to» happen 


Beginning 
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fuel will be required than can be met by kerosene ; and a new 
wrbine fuel is necessary. 

The production of the type of wide-range distillate fuel 
suggested in the American specification would not be tech- 
wally difficult, since modern refineries are flexible and could 
sanufacture such a fuel without additional equipment. If 
she wide-range distillate came into general use, present hand- 
ing facilities on the airfields for military aviation fuel would 
-robably be adequate, since some of the lower octane aviation 
‘els are ceasing to be used and the present facilities for 
sandling kerosene could also be employed. 


if eventually a very high output of aviation turbine fuel 
could become necessary, then manufacture of the wide- 
range distillate would take practically all of the distillate 
fractions from the crude, leaving only heavy residues. The 
work of the Anglo-Saxon Petroleum Company and others 
in the utilisation of heavy residual oils in marine diesel 
engines will increase the consumption of these products, thus 
ofisetting a resultant shortage of distillate fuels. But much 
more investigation is required to determine the best balance 
between the large scale production of turbine fuel and con- 
comption of the residual oils and distillates. 


& * * 


Higher Acceptance Commissions 


Another sign of the growth of overseas demand for 
financial facilities in the London market appeared this week, 
when it became known that the clearing banks are about to 
revise their schedule of minimum charges for operations or 
cervices performed on behalf of foreign customers or banks 
abroad. This schedule resulted from an agreement reached, 
efter many false starts, between the clearing banks in 1948 ; 
it established the principle of concerted minimum rates for 
foreign business, imposed charges for some services that 
previously had been performed free, and raised the charges 
for some others. The Scottish and Irish banks formally 
adhered to the agreement, but the merchant banks and 
London offices of the overseas banks apparently did no more 
than give it their blessing in principle. Partly for this reason, 
it was widely expected that these cartel arrangements would 
not long remain ‘atact—more particularly in the matter of 
acceptance commissions, which had been the major stum- 
bling block in the earlier attempts to reach agreement. In 
fact, however, the plan has worked with surprising smooth- 
ness—partly, no doubt, because many of the minima were 
ixed at levels below the rates ruling in foreign markets, and 
partly because the past three years have been marked by a 
steady increase in demand for the facilities in question. 


& 


The revised schedule, it is understood, still awaits formal 
confirmation by the Committee of Clearing Bankers. But, 
as it now stands, it is unlikely to make major changes— 
cxcept in the matter of acceptance commissions. The mini- 
mum charge for acceptances, which was fixed in 1948 at 
1§. per cent per annum (com with the 10s. per cent 
that had been generally charged before that), is to be raised 
to 248. per cent per annum—or 6s. per cent flat on a three 
months’ bill. This will still leave the cost of bill finance at 
a very moderate level, for, despite its increase in recent 
vears, the market discount rate for three months first-class 
bank acceptances is no more than 11/16ths per cent—to 
which has to be added the United Kingdom bill stamp of 
Is. per cent flat. These scheduled rates, it should be 
emphasised, do not apply to home customers of the banks. 
Rates charged for acceptances for the domestic financing of 
stocks, for example, are a matter for negotiation ; where this 
form of finance has to be regarded merely as an alternative 
to finance by way of bank advance, it is likely that the accep- 
‘ance commission would be appreciably higher than the 
‘cheduled foreign minimum. 
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Imports From Canada 


The continuing committee that examines financial and 
trade relations between Canada and the United Kingdom 
concluded its meeting in London last week. Since the com- 
mittee met in June, 1950, a great improvement has occurred 
in the sterling area’s holdings of dollars. The principal 
function of the committee has been to watch the sterling 
area’s balance of payments with Canada and its conse- 

uences for Anglo-Canadian trade. Regained independence 
rom dollar aid from North America has encouraged the 
British Government to increase British imports from Canada 
for the year from July, 1951, by about 50 per cent by 
value over the imports for the calendar year 1950, which 
totalled £179 million. Probably only a half of this increase 
by value will be reflected in an increase in the volume 
of imports, because of last year’s rise in prices. 


Nevertheless, the change is of significance, given the dis- 
heartening trend of Anglo-Canadian trade since 1947. Most 
of the additional imports are likely to be raw materials and 
food. Contracts for increased supplies of timber and 
aluminium have already been signed. Indeed, the contract 
for more than 300,000 standards of softwoods, announced 
this week, is the largest since the war ; it is valued at $50 
million. Some extra newsprint, though probably little, may 
be available and there may be some increase in imports of 


woodpulp for paper-making compared with last year’s low 
level. 


It should be possible to increase imports of wheat, which 
in 1950 were decidedly lower than in the two previous years, 
and of eggs and bacon. Imports of cheese, however, were 
appreciably higher in 1950 than in 1949 or 1948. There is 
a wide field for increased imports of these basic materials 
and foods, which are purchased on Government account ; 
hence, there would seem to be little prospect of any sub- 
stantial increase in imports of other items by private traders. 


* * * 


Fall in Bank Deposits 


The clearing banks’ statement for mid-May fully con- 
firms the conclusion, reached in these columns four weeks 
ago, that the unexpected movements disclosed by the April 
statement ought to be regarded as a temporary aberration 
from the underlying banking trends that began to be dis- 
cernible early this year. For April, it will be recalled, the 
published statement disclosed an increase in net bank deposits 
by nearly {111 million, the biggest increase ever shown for 
the month of April. Equally unexpectedly, this movement 
appeared to be largely attributable to very heavy borrow- 
ings from the banking system by the central Government, 
despite the fact that the deterioration in the external balance 
of payments from last year’s large surplus into deficit had 
removed a major source of strain upon the Treasury’s cash 
position. On the other hand, despite the increasing pressure 
that is being put upon the working capital of industry by 
the need to finance higher-priced stocks, bank advances rose 
in April by only £12 million, in contrast with over £36 
million in the corresponding month of 1950. Each of these 
three oddities in the April statement is corrected by an 
opposite movement disclosed by the statement for May. In 
the four weeks to May 16th, net bank deposits declined b 
just over £70 million, compared with a fall of only £ 144 
million in May, 1950. This decline has occurred, moreover, 
despite the fact that advances have risen much more sharply 
than is usual at this time of the year ; their increase over the 
four weeks amounted to £27 million, a movement that is 
appreciably larger than last year’s even if allowance is made 
for the fact that advances were then being repaid from the 
proceeds of the application moneys on the BEA loan. 


If a further small increase in the banks’ investment port- 
folios is regarded as alep affording finance for the private 
sector, its total demands rose during the month by nearly 
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£293 million. This increase, when related to the sharp 
decline in deposits, implies that Governmental demands upon 
the banking system were reduced by no less than {100 
million, or actually by a little more than they seemed to have 
expanded in the previous month. In the past two months 
taken together, therefore, deposits have risen less rapidly 
than in the similar period in 1950, and the main cause of 
the expansion has been the growth of bank advances. Since 
January, indeed, these have risen by £152 million, or by 
£30 million more than they rose during the whole of 1950. 
Hence the ratio of advances to deposits has risen to 29.2 per 
cent, its highest level for a decade. 


* * * 


Molybdenum and Tungsten 


When he returned from the United States last week, 
Mr Richard Stokes was reported to have said that he spent 
most of the time in discussions on molybdenum. It is not 
yet known how much molybdenum will be allocated to 
Britain for the current quarter, but a quota for total exports 
of 1,250,000 lbs. has been announced from Washington. 
This amount would represent more than the amount allocated 
for export in the first quarter, but less than the average 
quarterly exports of last year. It would also seem that only 
part of this quota is likely to be available for shipment before 
the end of June. Even if it were completely filled during 
the current quarter it would not meet the full demands of 
Western Europe ; but the resumption of large-scale ship- 
ments is a recognition by the United States of European 
needs. The United Kingdom takes a large part of American 
exports of molybdenum, but France, Western Germany, Italy 
and Sweden are also big European importers. British 
imports of molybdenum have recently been drawn entirely 
from the United States and Chile, although at an earlier 
date small quantities had been obtainable from Norway and 
Canada. It is not known whether the United States alloca- 
tion excludes exports from Chile ; production in that country 
is American controlled. British imports of molybdenum were 
lower in the first four months of this year than in the corre- 
sponding periods of 1950 and 1949 and during this year 
about 40 per cent of imports have come from Chile. 
Imports of wolfram, which fell in March because of the 
decline in shipments from Portugal, were correspondingly 
high in April. Shipments from Portugal may be held up 
again because of the difficulty of securing export licences— 
a difficulty also experienced by Western Germany and 
Sweden. The Portuguese Government sets quarterly export 
quotas which seem to have been used up, but the recent 
recovery in the price of wolfram may overcome this reluct- 
ance to export. The recovery was expected partly because 
the market strength of wolfram shows no diminution and 
partly because the ceiling price imposed in the United States 
would not seem to apply to all purchases—indeed American 
buyers are again active in Portugal. Portuguese output rises 
and falls with price because much of it is from small marginal 
mines which require a high price to produce at a profit ; 
but this reserve of production in Portugal is probably more 
significant than recently reported finds of scheelite in various 
parts of the world. On the other hand, if supplies were 
forthcoming from the Mawchi mines in Burma the whole 
prospect for this critical alloy material would be transformed. 


* *® 7 


Copper Price Up 


The long-awaited rise in the price of copper was 
announced at the end of last week. The American export 
price was raised 3 cents to 274 cents a Ib. (equivalent to £220 
a ton), and the Ministry of Supply raised its selling price by 
a corresponding amount of £24 to £234 a ton. Even now it 
is doubtful whether the official price is sufficiently high to 
equate supply and demand. The “free” market price in 
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New York is still around 50 cents a Ib. and in Europe the 
price is nearer £450 a ton. ; The rise in the official quotatio 
had little effect on these prices, and supplies remain as tight 
as ever. 


Copper is likely to remain scarce both this year and ney: 
Consumption in the United States has been reduced by 
government order, and the American Government has noy 
ordered metal fabricators to set aside 75 per cent of their 
copper supplies for defence contracts as from July ty 
German demand has declined because of import restrictions 
but Japan, which twelve months ago was exporting copper. 
is now beginning to import sizeable quantities. If Rhodesia 
has adequate fuel and no labour trouble Britain can coun: 
on some 350,000 tons this year, and the increased Rhodesian 
electrolytic refining capacity will be coming into operation in 
a few months’ time. But civilian consumption in this country 
may still have to be reduced more drastically as defenc 
requirements expand. Supplies of scrap are disappointins 
and show no signs of expansion. The experience of othe: 
markets has revealed that the most effective way of reducins 
consumption and of preventing hoarding is to make both 
operations expensive, and in order of values copper has still 
quite a long way to go. 


* * * 


Reply about Plasterboard 


Mr R. S. Jukes, joint managing director of British 
Plaster Board, Ltd., has now given the views of his grour 
about the three Orders by which the Minister of Work 
imposes price control upon gypsum rock, building plaster; 
and plasterboard made by British Plaster Board, but not ox 
the prices of the same products made by its com- 
petitors. These Orders were referred to in last week’s issue 
of The Economist. Mr Jukes’s statement shows that price: 
for plaster and plasterboard had been set by a voluntary 
arrangement for the industry as a whole ; British Plaster 
Board recently decided in the interests of its shareholders 
to withdraw from this arrangement, on the ground that the 
Ministry had abandoned the industry-wide pricing method 
and had attempted to discriminate against British Plaster 
Board, Ltd., alone. During protracted negotiations, Mr 
Jukes claims, officials of the Ministry consistently refused 
to have regard for the need for a fair return upon the real 
capital invested in the British Plaster Board group—in par- 
ticular, to the desirability of am adequate return on 
£1,000,000 of capital raised from 13,000 shareholders to 
finance postwar expansion demanded by the Ministry, 0 
which the shareholders have since received an annual return 
of only 4} per cent gross. The Ministry was prepared to 
allow for replacement of plant and machinery built sinc: 
the war at postwar values, but not for the replacement « 
postwar values of similar plant built before the war. 


Mr Jukes argues that the prices for plaster and plastet- 
board now laid down for the group’s products are not oal} 
unfair but are also below those at which existing compet: 
tors in the industry could make a fair return: through th 
strictness of voluntary price control, he argues, two of the 
small number of competitors in the gypsum industry hav: 
already been eliminated, The difference between the pricss 
set by the company after withdrawing from the volun 
price control arrangements, and those now imposed, would 
represent, it is stated, approximately 13s. for a £1,400 
traditional house using average quantities of these materials 
in pnetios such economies might remain sreonetica a 
to the difficulty of segregati competing products in ti 
hands of dethanen — fe 

The imposition of price control upon the products of one 
company alone in an industry is a sonal step that needs 


more justification than the Ministry of Works has yet be" 
prepared to offer ; and without entering into the merits ° 
ial insistence upon historical cost in calculating 


the case, 
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A MARKET 
of over 148,000 
progressive people 


There is no doubt at all that The Listener 
readership offers a first-class market for a 
wide range of goods and services. Here you 
have an A.B.C. Certified Circulation of 
148,217 —a market of educated men and 
women from trade, industry and commerce, 
from the professions and the arts, from public 
services and private life. They include some 
of the most influential people in almost every 
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sphere of activity. Listener readers are, 
naturally, people of more than average 
discrimination and taste, and their confidence 
in the journal extends to the very sound 
advertisements it carries and the products 
they offer, 

If you have a first-class product or service 
appealing to substantial people, you will do 
well to consider advertising in The Listener. 


The Listener 


(Member of the Audit Bureau of Circulations) 
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the size of provisions for re-equipment is of doubtful merit. 
Mr Brown will no doubt find it advisable to explain his 
decision more fully: and perhaps to answer Mr Juke’s 
assertion that in the case of gypsum a price control order 
was imposed although the group had not withdrawn from 
voluntary control of prices. 


* *« a 


Jute Prices Up 


The Jute Control has raised the selling prices of all 
grades of raw jute, other than cuttings, by an average of 
£50 10s. a ton with effect from May 3oth ; and the selling 
price of imported Calcutta hessian has been raised from 
141s. 6d. to 17§s. 3d. per standard length. These increases 
result from the Control’s policy of adjusting the selling prices 
of raw jute and imported hessian in such a way that prices 
of home-produced and imported hessian of equivalent weight 
and quality to the British consumer are about the same. 
They are, therefore, affected only indirectly by the price of 
raw jute at Chittagong, which after rising to a peak of £240 
a ton towards the end of April fell to £225 in the second 
week of May and has now recovered to £232. The earlier 
and steadier rise in the price of Pakistan raw jute and the 
conclusion of the Indo-Pakistan trade agreement in February 
made it essential for the Indian Government to remove the 
control on prices of raw jute and jute manufactures in 
March (the alternative was revaluation) if Indian mills were 
to use Pakistan jute economically; 3,500,000 bales were 
promised to India under the agreement although it has only 
been arriving slowly. 


Since prices of raw jute and of manufactures began to 
rise sharply in Calcutta a substantial increase in prices in 
this country was inevitable. In January, prices had already 

een increased by about 28 per cent, largely as a reaction 
to the imposition of an export tax by the Indian Government 
on hessian. The present increase takes the price level to 
about 60 per cent above that at the end of last year. Never- 
theless British prices are still well below those in most other 
countries; in India hessian cloth is about 25 per cent dearer 
than in this country. The averaging of prices by the Jute 
Control has to some extent shielded consumers. In conse- 
quence of the increased raw jute price, maximum prices 
chargeable by spinners for jute yarn have been increased 
by about a quarter; and the Dundee cloth manufacturers 
are about to issue a new price-list of home-made cloths. 
A fair increase in yield of raw jute is expected both in India, 
in spite of the need to grow as much food as possible, and 
in Pakistan. India still aims at independence in raw jute and 
may produce some 3,500,000 bale.; Pakistan is likely to 
increase the jute acreage by a quarter. The new crop will 
not be reaped and marketed till much later in the year and 
its effect on prices cannot yet be foreseen, 
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Will Supplies Improve? 


Supplies of raw jute are sufficient to main 


= level of output in Dundee, which is basic ee 


ely: a lly limite 
y the seeming impossibility of adding to the oa y limites 


: t force 
On the other hand, supplies of the cloth and sacks leas 
imported from India remain insufficient. Essential ys. 
have had supplies cut by about a third; and Dundee hy), 
been forced to cut supplies to the linoleum and cr»: 
industries in order to try to fill the gap. As a result of the 
Indo-Pakistan agreement, however, the allocation of Calcutta 
cloth and sacks has recently been increased for the first si; 
months of the year by 12,000 tons, making a total fron 
January to June of 34,000 tons. Shipments have often b=on 
held up in the past or directed to other makers and Dunde» 
manufacturers prefer not to count on these supplies un: 
they are in fact shipped. Stocks of cloth are now very low. 
so that an improvement of supplies would first replenis, 
stocks and might not perceptibly relieve the shortage til 
next year. 


Nevertheless the worst in the jute trade should now b: 
over. The inadequate supply of new hessian bags has lo! 
to a brisk trade in used bags which are collected, recondi- 
tioned and then resold. The possibility of being able to sel! 
used bags at prices that have risen twice this year hi 
relieved consumers of part of the big outlay now needed 
for new bags. But, as the president of the United Kingdom 
Jute Goods Association suggested at its annual gener! 
meeting on Thursday, “only a similar shortage” (and he 
might have added similar high prices) “of other material 
has prevented a wholesale desertion of jute.” The expected 
increased harvests of jute in India and Pakistan should mak: 
hessians progressively less scarce, particularly since th: 
Pakistan Government, in spite of the recent agreement witli 
India, seems to be continuing its plans to manufacture jut: 
goods; the setting up of four additional jute mills of 59 
looms each has recently been recommended to the Pakistan 
Economic Council. 


Shorter Notes 


The price of nickel has been raised 6c a Ib. (US currency) 
by the International Nickel Company of Canada and by {48 
a ton in this country, making the price delivered works {454 
aton. The Falconbridge Company has raised its prices both 
in Canada and here by the same amounts. 


* 


At the forthcoming annual meeting on July 3rd of Anglo- 
Egyptian Oilfields a proposal to move the head office and 


management of the company to Cairo will be put to th 
shareholders, 


Company Notes 


Morris Motors.—The full impact of re- 
armament has not yet been felt by the motor 
industry, but the cut in sheet steel onpgiies Consolidated earnings :— 
early this year has already brought, in d 


ross earningS........... 
Nuffield’s words, a “depressing change” to [otal profit .........,... 
the prospects facing rris Motors this ee Pesetitan ss. 


year. The past year was one of impressive 


from £40,740,000 to £60,980,000 and gross 
earnings more than doubled, from £4,607,146 
to 838,456. If sheet steel had been 
available in unrestricted 
impressive figures woul 
passed, Exports also reached new peak 
levels, with sales amounting to nearly 
£39 million, and orders in hand would = Cash 
absorb a full output at last year’s rate ; but 
shortages of materials and limitations on 
shipping space ate hindering the export 
effort. 


General reserves 
uantity, even these 


Net current assets 


* Tax free. 


I Cons. bal ? lysis — 
one oni. — balance shegt analysis : 
Fixed assets, less depreciation ... 


a ee 


Ds a5 tha wae Fee osahs chee eee tra iehene 


thee 15,644,171 16,400,675 defence orders. 


TOTO Re ee ee ewe eee ewe 


190 3,496,099 
be edes 8,266,684 12,752,807 


5s. ordinary siock at 403, xd yields £6 9s. per cent. 


Years to Dec. Si The decision to raise the tax free divideo! 
1949 1950 = from 244 to 27 cent, with the full know- 
£ £ ledge of difficulties to come, suggests 


teeeee 4,607,146 9,838,456 ; i her rate is i 
paet 4,660,873 9,885,129 the maintenance of the hig 


35,129 reasonable expectation. Lord Nuff! 


Rcuaeaiicotes shots 1,537,925 4,108,270 statement emphasises the difficulties [ 
f E Group earnings for ordinary stock. . 
tecords in output ; income from sales jumped = Or*linary dividends ...... 


879,847 2,784,322 may arise in the future. To the shortage © 


bs dois 649,250 , ot 
Ordinary dividends(per cent) ... 244° an sheet steel must be added the — 


2,112,133 a growing scarcity of other materials a 


6,2 os 
vests 260,917 "27,927 armament gathers way. Moreover, the © 


of tooling for new models has risen more 
than threefold compared with prewar, “0 
6,392,253 7,423,044 2 factor that needs to be borne in mun ‘ tal 
EBS. ; the motor industry comes to re-tool t hi 


The considerable appropriations 1 


, fits 

aes 5 serves from the latest year's excellent ptr 

2,550,000 2,650,000 must, therefore, be considered in - 

both to the costs of replacement aa glen 
tooling and to the increasingly heavy 
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‘dino working capital ; the book value 
¢ — for example, has risen from 
113,644,171 to £16,400,675. In view of 
cd responsibilities, the rise in net current 
veets from {7,663,436 to £11,183,755 and 
tse ch from £556,190 10 £3,496,099 is 
welcome. The modest level of cash re- 
sources at the end of 1949 led the company 
0 obtain accommodation in the form of 
gcceptance credits, which appear at 
(3,384,741 ; these new funds have been used 
pomarily to finance “the vast_volume of 
business” with Australia and Canada. In 
addition, Nuffield House in Piccadilly has 
been sold “at a satisfactory profit” and the 
proceeds devoted to strengthening the 
group's liquid resources, ; 

Two separate references in Lord 
Noffield’s statement to increased costs and 
keener competition from Continental motor 
manufacturers reinforce the rather cautious 
tone of his remarks. The group has done 
much, so far as it is able, to meet the diffi- 
culties of finance and industrial organisation 
that have arisen in the past year or so. But 
the gross yield of £6 9s. on the 5s, ordinary 
units at the current price of 40s.xd is in 
self a reflection of their formidable 
character, 

* 


Guest, Keen and WNettlefolds.—There 
have been suggestions that a greater propor- 
tion of the compensation received by Guest, 
Keen and Nettlefolds for its holdings in 
companies now vested in the Iron and Steel 
Corporation should have been passed on to 
shareholders. The tax free distribution 
actually made of 5s. per £1 ordinary share, 
absorbed some £3,400,000. The chairman 
answers this criticism by arguing that the 
company must keep adequate resources to 
take advantage of any opportunity to expand 
its business ; taxation at crippling levels pre- 
vents the accumulation of sufficient profits 
for this purpose and it is not safe to count 
on being able to raise new risk capital at the 
exact moment when it is needed. 

The justification for this case may be 
found in the fact that in the last five years 
over £14 million has been spent on capital 
cevelopment and that in recent years two 
sues Of risk capital have been needed to 
fnance these projects. Moreover, the com- 
pany has already sanctioned the expenditure 
ct! £12 million on development schemes ; 
“fation will inevitably swell this figure and 
te values of stocks and debtors, making 
acdinonal finances necessary. 


Years to Dec. 31, 
is . 1949 1950 
Consolidated carnings :-—~* £ £ 
Trading surplas.. 4. ci\ssies ee'iee 6,237,465 7,682,098 
dividends on investments ...... €19,959 794,729 
I tal MOORS. 0 v:5.9 Oud mebaais soe 7,732,107 9,076,243 
OOO, so cae eek aa aaee® ki 1,381,191 1,534,391 
SARALIOR . ceed ke uke eae 2,931,963 3,567,384 
Group carnings for ordinary stock.. 1,288,196 1,694,089 
Ordinary dividends .....:...... 775,716 844,775 
Ordinary dividends (per cent) ... 124 14 
Re taine d by subsidiaries (a)... .. 1,062,440 1,178,300 
Added to general reserves and 
Carry forward 2.06. cece ccscs 855,151 984,695 


Cons. balance sheet analysis * 


nixed assets, less depreciation .., 12,621,954 14,171,844 
Net current assets... ses .s+ 21,998,322 24,105,178 
anems 12,329,469 12,731,964 


Cath... sseissesearetussaree BUGS) 6,647,598 
Ordina. batewerhacran ews 20,252,151 22,693,737 

Whary capital 7. jis as 11,283,150 11,301,337 
° Accor 


Steel C ints of subsidiaries now vested in the Iron and 
and d “rporation are not consolidated, but investments in 
dividends receivable from these companies are included. 


\@) Excludes capital reserve i : £64,108 ; 
1950 : (256,625, retentions (1949: £64,108; 


Ll ordinary stock at 59s. Gd.xd yields £4 14s. per cent. 


i. Compensation was actually satisfied by the 
sue Of £18,537,774 steel stock resulting in 
* jtPital surplus of £8,438,663 over the book 
ubth of investments in subsidiaries now 
Publicly owned. At no time, however, has 
a Possible to realise steel stock at par, 
coor’, Safeguard against any further capital 
tiene the company has switched its 
ccacn® Of steel stock into shorter dated gilt 

eed stocks, To date, the company has 


sold £15,500,000 steel stock at an average 
price of 984 to produce £15,224,675 and has 
reinvested £13,752,508 in £14 million 2} per 
cent Funding 1956-61 at the same average 
price, 

ae exceptional items of income and 
dividends from subsidiaries now in public 
ownership, distributable earnings appear to 
give an ample cover on the higher ordinary 
dividend of 14 per cent, against 124 per cent. 
The trading surplus of the group has risen 
from £6,237,465 to £7,682,098 while most 
of the company’s manufacturing subsidiaries 
report higher output and profits ; although 
raw material shortages may raise difficult 
problems, the immediate outlook appears 
promising. Ultimately, much will depend 
on the success of the ambitious capital 
development programme, for which, at this 
stage, the retention of a good part of the 
compensation moneys remains an essential 
foundation. 


* 


British insulated.—The marked effect of 
the Korean war on the trading experience 
of a representative industrial concern is 
clearly illustrated in the latest accounts of 
British Insulated. In the opening. months 
of 1950 conditions had become highly com- 
petitive, and trading was returning to some- 
thing of its prewar aspect. 

The Korean war, however, completely 
reversed the situation and for the second 
half of 1950 production facilities were 
stretched almost to the limit; but for this 
fact, the fall in trading profits might have 
been far sharper than the actual fall of 
£607,622 to £6,130,642. Rearmament, how- 
ever, has intensified the problem of raw 
material shortages, especially as stocks of 
scarce materials as copper were used early in 
1951 to complete orders accepted before 


these metals were rationed. 
Years to Dec. 31, 
1949 1960 
Consolidated earnings :— £ £ 
"TE ORG. can scdnee eva 6,738,264 6,130,642 
Total iacome........-0s00s000 6,978,518 6,307,027 
TORRONE. 5. 5c vs ab he tne> éaes 771,131 781,899 
De ee ee ey cp eee 3,080,829 2,945,201 
Group earnings for ordinary slock.. 2,424,488 1,932,896 
Ordinary dividends ......,..... 338,814 8, 
Ordinary dividends (per cent) ... 64 
Group revenue reserves ........ 2,046,466 1,323,977 


Added to group carry forward .. 176,500 307,987 


Cons. balance sheet analysis :— 


Fixed assets, less depreciation ... 7,429,695 7,556,832 


Net current assets. ..........+-. 17,503,101 18,648,365 
CN se rags ba pales Fame 14,128,646 16,222,960 
CE Lie Oi v's plo ore nb bac cs tQagn'e 2,530,077 1,516,778 
Na 5 i. kh tal So pc oon Baws 10,586,377 12,229,028 
Ordinary capital ......cseeeces 9,240,386 9,240,386 


{£1 ordinary stock at 37s. yields {4 Is. per cent. 


The raising of British Insulated’s ordinary 
dividend from 64 to 74 per cent may look 
modest enough to some equity holders, but 
considerable appropriations to reserves have 
been required to provide working capital 
and to replace fixed assets. Higher prices 
have led to substantial increases in stocks 
from £14,128,646 to £16,222,960 and in 
debtors from £14,277,845 to £16,070,438 
and despite last year’s profit retentions bank 
balances have been reduced from £2,530,077 
to £1,516,778. To replace the parent com- 
pany’s fixed assets, shown at a net book value 
of £4,235,384, would cost about £16,000,000. 
And, of course, additions to new plant and 
machinery, which totalled £909,036 in 1950, 
have to be made at inflated prices. 

The promise of a full order book ‘this 
year, which the chairman claims could easily 
be doubled, presents something of a con- 
trast to the markedly cautious tone of the 
chairman’s statement. This reveals that the 
company has already been forced by 
material shortages to lengthen its delivery 
dates; to keep the plant balanced on the 
present allocation of copper and other 
materials has become “more and more 
dificult” and any further deterioration in 
supplies will bring about “a serious posi- 
tion.” 
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SECURITY PRICES AND 
YIELDS 


et . Gross 

British Funds | Price, | Price, | Yield, | $755 

and May 25,|May 30,) May 30, | ayiy a 

Guaranteed Stocks | 1951 | x88): | - 298 | ~ a 
(n) 

























{ss 4. if s. d, 
War Bonds 24%...| 10093 | 10093 9 | 7 le 
Mar. 1, 1951-53 1013 0/2 0 OJ 
War Bonds 24%...| 100% | 101% |... 1 1 36 
Mar, 1, 1952-54 'O016 2 | 2128 
Exchequer Stk. 23%} 1004 | 1014 | © 1661/1139 1 
Feb. 15, 1955 | 
War Bonds 24%...| 101% | 1028 [014 6/2 0 26 
Aug. 15, 1954-56 101812 |/2 3103 
Funding 23%...... lOljxdl014xd| 0 4 11 | 1 9 9 
June 15, 1952-57 47/210 4 
Nat. Defence 3% ...| W3 | 103; | 014 3/2 5 lle 
July 15, 1954-58 13 91213 52 
War Loan 3%..... 102% | 1028 | 019 0/2 7 lle 
Oct. 15, 1955-59 11 49/213 43 
Savings Bonds 3%.| 98} 98 2 310; 3 14 lie 
Aug. 15, 1955-65 115 5|3 8 13 
Funding 24%.....- 973 O74 1119 2;,3 4 Oe 
pril 15, 1956-61 11210|217 43 
Funding 3%:...... 933 932 |2 9 81/319 % 
April 15, 1959-69 201/310 08 
Funding 3% Su eaves oj | 953 (118 71/3 8 9 
Aug. 1, 1966-68 11710|3 7113 
Funding 4%....... 1038 | 1038 | 113 6) 311 le 
May 1, 1960-90 119 6/316 8 
Sa Bonds 3%.| 938 | 93% 12 8 4/319 0¢ 
Sept. 1, 1960-7 20 3/310 6) 
Savings Bonds 24%| 90§ | 908 | 2 2121/3 8 3¢ 
May 1, 1964-67 20 0/3 8 41 
Victory Bonds 4%.| 104§ | 1044 | 114121/312 7 
Sept. 1, 1920-7 | 
Savings Bonds 3%.| $1 $13 | 2 6101317 % 
cca | og | oa, |3 2 2/8 8s 
na ss 0 
¢ Feb 8 #0 4/2 0n | 318 if 
ODnvV' on oes 
(after A prt tet 
Treasury Stk. 24%.| 668 656 | 20 2);316 &f 
(after Apr. 1, 1975) 
Treasury Stk. ye 163 774 #121 O}3138 Of 
(after Apr. 5,3 ) 
Treasu tk. 34%.| Oud) S6jxd' 2 0 61/314 4e 
June 15, 1977- 201/314 13 
Redemp. Stk. 3%..| 042 | 85 | 2 310] 3 15 10e 
Oct. 1986-96 2111/3314 11 
War Loan Shh S8Axd SBAxd 2 1 7/319 2 
(after Dec. 1, 1982) | 
ane ean $j 6 (|11911/316 3 
Brit. Elect. 3% Gtd.. $1 |2 4 § 3 14 lie 
April 1, 1968-73 3 10/332 41 
Brit. Blect. 3% Gtd..| 909 | 90% 7\313 4e 
tele uate, oe | oa {2 0 7 | 3 14 oe 
rit. Elect. 34% Gtd. } i € 
Nov. 15, tess 12 0 4|334 6 
Brit. Tpt. 3% Gtd..| 863 | 84jxd' 2 621/318 5e 
July 1, 1978-88 |}2 3 8)315 43 
Bat. Tpt. 3% Gtd..| 918 | S1H | 2 4 6} 315 06 
April 1, 1968-73 12 121|312 53 
Brit. Gas Gtd. 3%..| 838 | 843 [2 3 9/315 lle 
May J, 1990- 22 9/315 0 
Brit. Iron & Steel 
Re ra 3 | 98} (2 1 2)316 le 
Feb. 15, 1979-81 2 1 0/345 103 





(e) To earliest date. (f) Fiat yield. (n) Net yields 
are calculated after allowing for tax at 9s. 6d. im {. 
* Assumed average life 12 years 11 months, 


} { 














| | 

Last Two Price, | Price, | Yield, 

Dividends Ordinary = May 23, May 30, May 30, 
Stocks 
1961 | 1951 | 195 

Fe a ee Pee. 3 
% 1:9 } | £ ad 
26 a ab Anglo-Am. 10/-. | i397 
25 6| 5 ajAnglo-lran {1..| 5 | 514 3 
5 a| 15 b \Assoc. Elec. {1.| 96/3 | 97/6 |4 2 1 
225 ¢ | 27} ¢ |Assoc. P.Cem. £1/106/3 108/9 |5 1 2 
40 ¢} 35 c jAustin 5/-..... | 35/- | 35/78 | 418 3 
#5 a $20 6 \Bass {1....... 1149/4} 149/44 16 7 6 
40 ¢| 40 a Boots 5/-...... | 50/6xd| 60/éxd| 3.19 2 
10 ¢| 6 a \Br. Celanese 10/-| 34/3 | 4/6 | 21711 
8 a; 12 b Br. Oxygen {1..| 97/6 | 99/- | 4 010 
6 @| 746 (Coats{1....... | 63/9x0) 63/9xd| 3.18 5 
6 b| 5 a Courtaulds {1..| 47/3 | 48/6 | 4 2 6 
20 ¢} Ga Distillers 4/-...| 23/- | 23/6 |3 8 1 
15 ¢)| 17$¢ \Dunlep {1..... 64/Sxd) 64/910} 6 8 1 
10 ¢| 12h¢ Ford{l....... | 66/3 | 57/6 | 4 6 ll 
l7hc | 17} ¢ (Gen. Elect. £1..| 91/3 | 92/6 | 315 8 
ll aj 21 6 Guinness {1... .'141/10}:141/10}| 410 2 
15 a} 1736 Hawker Sid. 5/-; 43/14 | 44/7} | 3 12 10 
3 a| 9 bilmp. Chem. {1.| 50/- 51/104! 412 6 
13}4 | 1846 Imp. Tobacco {]) 97/6 105/- 6 ili 
5 @| 74 \Lancs. Cotton 41) 53/1} | 55/741 4 9 11 
10 ¢| 10 ¢ Lever {1...... | 48/9 | $3/14| 315 3 
15 ¢| 15 c¢ |Lon. Brick £1..; 59/43 | 59/44.) 5 0 10 
15 @| 60 » |Marks&Sp.A5/-| 96/9xd) 99/3xd} 3.15 6 
8a| 8 bP. & O. Def. £1. 63/6 | 63/- | 6 1 7 
1740! Tha \P. Johnson 10/-.| 40/6 | 41/6 | 6 0 6 
+5 a| t746 |"Shell” Stk. 41.) $3/9xd 96/3xd) 418 11 
1236 | 1244 \Tube Invst. 41.)  64xd. xd 311 5 
3ga@| 16) d /T. & Newall {1.|100/- (101/103) 3 18 6 
8 ¢| 10 ¢ |Union Castle {1| 38/-xd) 38/-xd! 5 5 3 
17}¢ | 50 ¢ \U.SuaBetong{i| 62/6 | 62/6 [16 0 0 
24a} 10 b Vickers {1..... | §3/6 | $4/- |412 7 
15 a} 21} [Woolworth 5/- .| 48/9 | 49/- (4 6 9 


| 


wud 




















Statistical Summary 


EXCHEQUER RETURNS 


For the week ended May 26, 1951, total ordinary 
revenue was £54,310,000, against ordinary 
expenditure of £58,516,000 and issues to sinking 
funds nil. Thus, including sinking. fund allo- 
cations of £1,550,000 the surplus accrued since 
April 1, 1951, is £28,105,000 compared with a 
surplus of £48,356,000 for the corresponding 
period of the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into the 
Exchequer 
(£ thousand) 




































Esti- 
ssl April 1 IA it 1) Week | Week 
noe. Les ee $951 lended | enced 
to to May | May 
May 27,|May 26) 27, | 26, 
ooo | 2950 | 1951 ] 1950 | 1951 
RD, EVENUE 
Income Tax...... ,1624000j 126, 656. 140, 171) 16,277 16,008 
Sr-taS. os ccnense 1 128,000] 16,750; 15,804 L. ms) 
Estate, ete., Duties | 180, 31,050} 32,7¢ 4,0 5,100 
Stamps Dig) an actnon i 55, 0 8,220 9 1, 1,300 
Profits Tax 312,650 27,0, 31, 4,590 3,200 
a ee bnsdenee ~~ 2,500) 1,100, .. 
Other Inland Rev. | 30) su see 
SpecialContributn.' 1,500 — 100 70 
Total Inland Rev. 2302400 213,596 596. 237,71 28,697) 26,978 
Customs....+++++ | 930,50! 134,036 139,537} 15, 5691 9,286 


Excise .+++seeee+ | 720,500] 132,072 138,305) 20 572) 17,605 





Total Customs and 
Excise ........ 11651000) 266, 108! 278,34 





. Motor Duties.....]| 62,000) 4,621! 
; pe plus WarStores| 20, 9,950; 
Surp!'sfromTradg.| 50,00 974. 
P.O. (Net Receipts) | 5,400 7,400, 8,1 
Wireless Licences. | 13,60@ 1,000, 1 
Sundry Loans. . 27,000 1,308 
Miscell. Receipts. . | 105,000) 11,068 7, 
Total Ord. Rev... [42364001 516,006 540,711) 64,086 54,310 
SELF-BALANCING | —— eed 
Post Office....... | 179,43) 21, 3,200; 3,300 
Income Tax on 


E.P.T. Refunds} 4,900 





1,540 


to meet pay: nents 
_& thousand) — 


so a 


stay 26 
50; 1951 


1 Week | | Week 
ended | ended 








BE: pavittnss 69,340 77,495 
Payments to 
i 4,944 ‘5, 1,483, L731 
Other Cons, ne 607) 14 





Tot... ces 
Supply Services . “s 


Total Ord. Expd.. Be 466, sea $11,056 saa sa 58,516 
Sinking Funds . 1,494) U5 





Total (excl 


Secr-BaLaNcine 
Post Office. ...... | 179,43 
Income T 


sees eeeeeee 


After increasing Exchequer balances by 
— to £3,390,685, the other rations 
he week increased the Natlonal t by 
£9,075,543 to £26,247 million. 


NET RECEIPTS (f t 


Housing (Scotland) Act, 1950, s. 94(4).....ccscece 56 
£0. a tient ee 
on t ‘nablcen dbeks 
Refunds....... 7” + alicia Gund bddisbeckess “4 
lA me EEE 1949, ‘s. 3/2). Ch eps es suree 385 
—_ , (Temporary Accommodation) Acts, 19H, me 
Local Authorities Loans Act, 1943, 8. 3(2).......- 3,650 
Finance Acts, 1946 and 1947: Post-war Credits.. 263 
4,682 


CHANGES IN DEBT (£ thousand) 
Receipts PAYMENTS 


Treasury Bills ... 8,440 2}% Def. Bonds... 550 
Nat. Savings Certs 2,200 3% Ter. Annuities. 1,770 
3%, Def. Bonds. ... 585 Other Debt :-— 
Tax Reserve Certs. 1,846 Internal ....... 116 
Ways & Means Ad- 
VANCES .. eevee 1,560 
15,071 3,996 





FLOATING DEST 
(£ million) 



















Treasury Ways & Means | Treas. 
De- 











B ills. Advances I 
we Daal ti ea aaa posits on 
Fs Public | BK. of | by é 

Tender | Tap Depts. Eng- | Banks Deb: 


ind 








3050-0) 1812-0 
3180-0| 1749-4 

























Mar. 3 }3170-0/.1733-8 -0 | 5654-3 
w» WO }3180-0! 1737-3 -0 | 5672-0 
w» 17 |3180-0| 1799-6 294-0 | 5676-7 
» 24 13170-0/ 1811-6 284-0 | 5694-5 
aia 5009-9 283-5 | 5740-2 
April 7 338-5 | 5736-1 
eM 3200-0| 1749-3 363-5 | 5749-3 
w» 21 |3220-0| 1779-5 344-0 | 5794-0 
» 28 13230: o| 1789-8 319-5 | 5773-7 
May 5 | 3220-0) 2040-3 319-5 | 6018-8 
nm 12 | 3230-0 | 2015-2 319-5 } 6013-3 
w 19 |3230-0/ 2035-1 319-5 | 6021-0 
» 26 |3230- 0 | 2045- 5 319-5 | 6027-9 





TREASURY BILLS 


(£ million) 












Amount Average 


Rate 


of 
Allotment 






0 

. 2 ° f -0 . 

» .9 | 260-0 | 339-3 | 260-0 
» 36 | 250-0 | 332-7 | 250-0 2-96 66 
» 22 | 250-0 | 332-9 | 250-0 2-94 66 
» 30 | 250-0 | 332-4) 250-0 2-98 66 
April 6 | 240-0 | 320-3 | 240-0 3-13 67 
» 13 | 250-0 | 351-2 | 250-0 2-67 59 
» 20 | 240-0 354-5 | 240-0 2-60 54 
» 27 | 230-0 | 359-0 | 230-0 2°44 48 
May 4 | 240-0 | 364-8 | 240-0 4-52 15 
» 11 | 250-0 | 350-3 | 250-0 2-79 60 
» 18 | 260-0 | 350-9 | 260-0 2-80 63 

25 | 250-0 | 336-6 | 250-0 





On May 25th applications for 91 day bills to be paid 
from May 28 to June 2, 1951, were accepted dated ie 
to Saturday as to about 65 per cent at £99 17s. 5d., 
— at higher prices were accepted in full. freneurs 


oa maximum of £250 million are bei 
June Ast. For the week ending June 2a 
were not asked for Treasury deposits. 


offered for 
the banks 


NATIONAL SAVINGS 
(£ thousand) 









Totals 7 Weeks ] Week 
ended 


eee ee eee eee ee 


Net Savings . 
Defence Bends :— 









2,515 


6,844 
8,525 | 7,095 


Stee eee twee 












90,383 


96,136 
86,411 


111,586 





Net Savings ............ 


— Net ‘vee adn ss ci 
nterest on certificates repaid 
Interest accrued .......... ; 
Change in total invested. . 








THE ECONOMIST, June 2 


BANK OF ENGLAND 
RETURNS 


May 30, 1951 
ISSUE DEPARTMENT 


Notes Issued:~ le 
Inbal De 1331,622,358 | Oth i 


18,754,465 | Other Secs. Fons 


> 





BANKING DEPARTMENT 


£ } 
14,553,000 | Govt Secs... 
Public Deps.: 


Other Deps.:- y 
296,351,481 | Notes 
84,836,589 Coin 





* Including Exchequer, Saviegs Banks, C 
National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 












Notes in circulation 
Notes in banking depart- 


eee ee ee ee! 


| 
* 641334» 6/1352 H1SSL-5 


Other securities 

a and Coin 

ued at s. per fine os. 
Banking Dept. _— 


sie Aaimeiaie’ 2%, 2: 
eer i fepteal Rate 


Government..... 
Discounts, etc......... “a 
Othe s Siiscss Sevbeaees 


* Government debt is £11,015,100, capital £14,555,00) 
Fiduciary issue reduced from £1,375 to £1,350 million 0 
January 10, 1951. 

“Tue Economist” INpEx oF WHOLESALE 
Prices (1927 = 100) 








~ 


a 
*< 





aA AA 


eae 


GOLD AND SILVER 
bu ving price for gold 


ed 


oe 


roe 
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ALE 


i Cee et he on =e 
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Weteees 

xX C% 4 ‘ +, 

OPI 

seceteneotensces 
a 


AXYY 
VYOQOO 
8, 


O © rf ry eo * ry C3 4-4 } te a hl 
PKR 55505 05 255950505 


IF WE MAY JUDGE by the 
increasing number of families in 
which it is almost traditional to 
‘bank with the Westminster’, it 
would seem that our endeavours 
to create a friendly relationship 
between the Bank and its custo- 
mers have met with success. The 
Manager of your local branch 
will be glad to tell you more 


about the Bank and its services. 


WESTMINSTER BANK LIMITED 


RPI AAD PoP aa ona 
BSS 
Pelsterenesereneroneconecereroneer eens 
OOO BLO 
OWT RO Se te ae 
OPO me RK SS 
atareeeeeiteaehchee ate tatatahererccorerere: 
% RRR RK RRR 
Sat LS 


XK RRR K KKK Ses nen 
ow 
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Sits WERE SK 
CORR KOK KK KK 

SOK Soho 


i 
= eae 
Oooo g 
< 2 %0 


CPV 
QPP PPPOOOOD 
RRS 
OO OOOO BONS OPO gee 5 
5 


“Oe * 
ROOK KY eae S 
5 XS KOK 


ean See TE a 
SO C2 OOS 
Soo 


oe 
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ete 


eX) 
LB 
$55 505525<) 
oe ereretetatete: 
EEE 
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OS oro 
eatsteteestetetetebe bee stetrtrtebbcbetshetebebstsee ee 
eeaeeesteneatetetstctet cect telch cst chetcheteeetseeetetee 5052) 
Rape 


ROX RRMA K 
xX eae NN os a Ne 
ER I I I] 

SM 
erenctatetetctetatatstetelatatetaneteteteteteterermaeeeete 
505250524 SRR 05 
£55525 
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MARTINS BANK 


LIMITED 


Capital Paid Up and Reserve: £8,812,744 
Deposits, etc. : £303,157,703 
Total Assets (at 31st December, 1950): {342,053,859 


Chairman: 


A. HAROLD BIBBY, D.S.O., D.L. 


Deputy Chairmen: 
ROBERT VERE BUXTON, D.S.O. 
Sit Wom. CLARE LEES, Bart., O.B.E., LL.D. 
T. H. NAYLOR 


Chief General Manager: C. J. VERITY 


London District Office: 68 LOMBARD STREET, E.C.3 
Manchester District Office: 43 SPRING GARDENS, 2 


N.-E. District Office : 
22 GREY ST., NEWCASTLE UPON TYNE, 1 


Leeds District Office : 28-30 PARK ROW, LEEDS, 1 
Head Office : WATER STREET, LIVERPOOL 








A Festival Handbook 


This timely booklet contains useful information regarding 
the principal events arranged in London and throughout 


the country in celebration of the Festival of Britain. 


Customers and friends of the bank at home and from 


overseas may obtain a copy at any of our branches. 


LLOYDS BANK @) 


LIMITED 








oa 
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GLYN, MILLS & CO. 


ESTABLISHED 1753 


MEMBER OF THE LONDON BANKERS’ 
CLEARING HOUSE 
ARMY AND ROYAL AIR FORCE AGENTS 


Incorporating 
CHILD & CO., HOLT & ©O., 


Established before 1600. Established 1809. 


A world-wide banking service giving 
personal attention to the individual 


requirements of each customer. 


HEAD OFFICE: 
67, LOMBARD STREET, 
LONDON, E.C.3 


Associated Banks 1 


Royal Bank of Scotland. Williams Deacon’s Bank Limited, 


GUINNESS, MAHON & CO. 


MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL, LONDON, E.C.3. 











GUINNESS MAHON 


REPRESEN TATION CO. INCORPORATED 
115, BROADWAY, NEW YORK, 6, N.Y., U.S.A, 





GUINNESS & MAHON 
17, COLLEGE GREEN, DUBLIN 
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The following three articles, surveying current banking trends in Britain and the British Common- 
wealth, are intended to be read in conjunction with the special 16-page selection of British Banking 
Statistics that appears in this week's issue of the RECORDS AND STATISTICS supplement. A com- 
plementary editorial survey of Foreign and International Banking, with an associated statistical selec- 
tion, will be published in the autumn. These half-yearly features together comprise the new form of 
THE ECONOMIST BANKING SUPPLEMENT, which has been published for many years. 


Bank Deposits and Rearmament 


HE western world’s plunge into rearmament finance, 

and the inflationary influences to which this has 
given rise, have been very clearly reflected in the trends 
of British banking. Some of the effects upon banking 
in countries of the British Commonwealth that have 
experienced the full force of the boom in commodities 
are discussed in a later article in this Survey. This 
article and the immediately following one are concerned 
with the effects upon banking in Britain, considering 
first the broader trends from the standpoint of monetary 
policy and then the policies of the banks themselves, 
notably their lending policies, in face of the steep rise 
in prices. 


Twelve months ago the banks could look back upon 
two years of virtual stability in the level of their deposits 
—two years, dating approximately from the first 
Crippsian “ disinflationary ” budget, that seemed to have 
decisively ended the long phase of credit expansion. In 
the first of these years “net” deposits of the London 
clearing banks rose slightly, by £47 million; in the 
second year they dropped by £40 million. Now in this 
past year (taking the figures to May) this stability has 
been abruptly interrupted: net deposits, as Table I 
shows, have risen by nearly £200 million—an annual 
movement comparable to that of 1947-48, though still, 
of course, much smaller than the extravagant credit 
expansion of the Daltonian phase. The whole of this 
deterioration occurred in the months after Korea: at end- 
June last the total of deposits was actually £47 million 
below the corr ing 1949 level, and even at end- 
July it still showed a small net decline. Over the eleven 
months to last May the volume of deposits expanded by 
{108 million, whereas in the corresponding period of 
1949-50 it had contracted by £138 million ; of this 
aggregate divergence of £246 million, nearly nine-tenths 
occurred in the five months to November last. 

The origin of this renewed credit expansion is at first 
glance more surprising even than the abruptness of the 
change of trend. At this time last year it seemed that, 
if the stability of deposits was to be impaired, the threat 
would come from the rising demands of industry for 
advances to finance the rise in prices, especially of im- 
Ported raw materials, that was resulting from the de- 
Valuation of sterling. In the six months to May, 1950, 
as last year’s Survey pointed out, bank advances had 
been rising faster than at any previous period of British 

istory. Yet in the ensuing six months, although 
world c ity prices cs violently to the wave 
of anticipatory buying that followed Korea, the advances 


of the clearing banks actually dropped by £28 million 
(compared with a rise of £165 million in the previous 
six months and one of £46 million in the corresponding 
period of 1949). Hence the phase of most rapid credit 
expansion was marked by a decline in the demands for 
bank finance from the private sector of the economy 
(including in that sector, however, such public boards 
as borrow from the banks, e.g., the British Electricity 
Authority, whose bank indebtedness was sharply reduced 
last summer out of the proceeds of the £150 million loan 
floated in May, 1950) This conclusion still holds good 
even if bank purchases of gilt-edged securities are 
treated as non-Governmental finance, for in this period 
the additions to investment portfolios were appreciably 
smaller than the decline in advances. 


* 


In other words, last year’s burst of credit expansion 
was wholly attributable to a spectacular increase in 
Governmental demands upon the banks. In the five 
months to last November, net bank deposits rose by no 
less than £290 million, or by £213 million more than 
they rose in the similar period of 1949 ; a rate of growth 
comparable to that of the Daltonian phase. Yet in these 
five months the banks’ advances and investments, taken 
together, declined by {£21 million (in contrast to an 
increase of £40 million in 1949). Hence the apparent 
requirements of the central Government rose by {£311 
million—a rate of borrowing averaging over {60 million 
a month, compared with a mere {7,500,000 a month in 
the corresponding period a year earlier. 


This reversal of the distinctive trends of the earlier 
phase of stability, during which the public sector was 
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Taste I 
CHANGES IN Bs.NK DEPOSITS AND ASSETS 
Million) 
eee eneanenrnennennn ee rr ; ne 
Years to May 1946 | 1947 | 1948 1949 | 1950 | 1951 
j i i i 
(a ! 
Net deposits ........ +266 | +638 | +255 
Atvances..... .ccccce 99 | +243 | +234) +102 
Investments. ........ +196 +148 | + 7 
Bills and cali money.. | +454 | +318} + 88 
TOR Sis x6 ici aw —508 | — 24; —102 
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reducing indebtedness at roughly the same rate as the 
private sector was borrowing, was not, however, charac- 
teristic of the year 1950-51 as a whole. In the past six 
months, the secular upward trend of deposits has con- 
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tinued—in the sense that the decline has been smaller 
than in the similar period a year earlier—but the 
deterioration has been small by comparison with the 
violent movement of last summer and autumn. More- 
over, it has been wholly due to a strong revival of 
demands from the private sector. Bank advances have 
risen during the six months by £183 million, rather 
faster even than in the comparable period after devalua- 
tion, while, in addition, the banks have cor*inued to 
expand their investment portfolios. Large though these 
demands have been, their effects on the total volume of 
credit would in any case have been more than offset by 
the Government’s repayments of indebtedness out of 
its cash surplus in the final quarter of the fiscal year ; 
but this year the net repayments in the four months to 
March were larger than in 1949-50, and even in the first 
two months of the new fiscal year the Government has 
reduced its indebtedness slightly. 


Over the full twelve-month period, therefore, the 
central Government was not a net borrower from the 
banking system, though the change in its cash position 
was the direct cause of the change in the trend of 
deposits. Although bank advances rose less rapidly over 
the year as a whole than they had done in 1949-50, the 
difference was approximately offset by the renewed rise 
in investment portfolios: the increase in these two items 
together, at £208 million, was only £4,000,000 less than 
in the previous year, and was {9,000,000 more than the 
year’s net growth in deposits. In other words, in 1950-51 
the Government presumptively reduced its debt to the 
banking system by this small amount, whereas in 1949-50 
it had reduced it by no less than £252 million—a differ- 
ence that may appear, at first glance, hard to reconcile 
with the fact that in the fiscal year 1950-51 the Ex- 
chequer’s “ overall ” surplus, at £247 million, was £185 
million larger than in 1949-50. 


The key to these seemingly paradoxical movements, 
and to the way in which the plunge into defence 
economics has affected the credit situation, may be found 
by scrutinising the contrasting experiences of the several 














Taste II 
CHANGES IN Assets StrucTURE, 1949-51* 











May, 1949 May, 1950 May, 1951 
£ mn. % £ mn. 9 m © 
Net deposits....... 5689-3 ... | 5,648-9 > é 548-2 ~. 
Liquid assets :-— 
Cash .occsccncce 487-1 8-3 482-0 8-2 8-2 
Call money...... 497-9 8-4 537-9 9-2 570-8 9-3 
hs dhe osc os oe 815-7 13-9 1,197-2 20-5) 1,226-4 19-9 
Total Liquid Assets | 1,800-7 30-6 | 2,217-1 37-9! 2,300-8 37-4 
“Tnflexible” Assets:- 
Treasury deposit 
receipts....... 6-2 269-0 4-4 
Investments..... 25-7 | 1,555-7 25-3 
Advances ......5 28-0 | 1,792-8 29-2 
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59-9 | 3,617-5 58-9 


° Percentages of assets are related to gross deposits. 








pores of the year—a contrast that also has its lessons 
or the future. Plainly, the rise in Governmental defence 
expenditure as such has not yet become the operative 
factor in credit expansion, for in recent months the 
Government has been leaning on the banks less heavily 
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than it was doing before Korea. The two ma 
of credit expansion in Britain since Korea 
heavy Governmental borrowing in the first five month, 
and the heavy private borrowing in the past six month; 
—reflect the external repercussions of world rearmame 
rather than the direct effects of Britain’s own arms aa 
lays. The rise and fall of Government demands for bank 
finance, superimposed on the normal seasonal fluctuz- 
tion, reflect the violent changes that have been 
in Britain’s external balance of payments. 


The first effect of the post-Korea rush of forestallin 
purchases in world markets was to speed up the rise . 
Britain’s export surplus that had already been set ig 
motion by devaluation and by restocking in the United 
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States. At this stage the expansion of export income— 
especially from “ invisibles ”—outdistanced the effects 
of rising import costs. The Government therefore had 
to find funds to finance this surplus—by way of credits 
through EPU, repayments of some sterling balances and 
purchases of gold. In addition, it was acquiring gold 
as a result of the mounting dollar earnings of the over- 
seas sterling area ; but most of these gold purchases will 
have been self-financing, since the overseas sterling 
balance$ created against them will have been auto- 
matically re-lent to the British Treasury. Indirectly, 
however, the pace of the gold inflow did tend to create 
a strain upon Governmental finance, since it led to the 
autumn’s rumours about sterling revaluation and pro- 
voked a flow of funds to London ; much of the sterling 
that foreigners acquired had to be provided by the British 
authorities, either against further purchases of gold or 
by way of further repayments of Treasury bills held by 
overseas monetary authorities. When the force of this 
movement is recalled, it is easy to see why the pace of 
credit expansion reached its peak in October last ; in that 
month net deposits rose by £150 million, wholly on 
Governmental account. During this period of mounting 
external surplus and inflowing foreign funds the authoti- 
ties did, however, make some effort to cushion 

impact upon the credit situation. During the j 
half of 1950 they were undoubtedly net sellers of secur 
ties—though not on the scale implied by the {250 


‘million issue of 3 per cent Funding Loan offered for 


cash in November, since the terms of this issue were 
pitched at a level that ensured that the “‘ departments 
had to take up a large proportion themselves, in the first 
instance. 

In the second major phase, the six months since end- 
November, the dominant influence upon the credit situ 
tion appears to have been the rise in commodity prices, 
which has been affecting the cash needs of the public and 
private sectors in opposite directions. Since the increas 
in import costs has wiped out the heavy export surplus 
and, recently, has even turned the balance of payments 
into deficit, the special source of strain upon Exchequet 
finances has been removed. On the other hand, the 
strain upon industry’s working capital has been intenst 
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Over = of pails: aici 
SCOTLAND’S OLDEST BANK 
Constituted by Ac of Parliament, 1695 
TOTAL ASSETS 
EXCEED £119 MILLIONS 








The Right Hon, Lord Elphinstone, K.T. 
Deputy Governor Sir John ae C.B.E., D.L. 
Treasurer - B. Crawford 
EVERY DESCRIPTION OF _ BRITISH AND 
FOREIGN BANKING BUSINESS TRANSACTED 

Over 200 Branches 









London Offices: 
City Office : 30 BISHOPSGATE, E.C.3 
Piccadilly Circus Branch: 16-18 PICCADILLY, W.1 





BANK OF SCOTLAND 
THE MOUND 
| EDINBURGH 


ROWAN BRUNI 


OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 





HEAD. OFFICE 
ST. ANDREW SQUARE e EDINBURGH 
Branches Throughout Scotland and in Londen 


During the two hundred years of its history, 
the Bank has maintained a tradition of the personal 
touch, and is to-day exceptionally well equipped 
to provide its customers with a Banking service 


which is adaptable, individual and complete. 
Associated Bonks : 
GLYN, MILLS & CO. 
WILLIAMS DEACON’S BANK LTD. 


TOTAL ASSETS 
516170267265 
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THE BRITISH LINEN BANK 


INCORPORATED BY ROYAL CHARTER 1746. 


LONDON OFFICES: 


City Office: 
38, THREADNEEDLE STREET, E.C.2. 


West End Branch: 
198, PICCADILLY, W.1. 


OVERSEAS: BUSINESS 


Special Departments at the Bank’s 
London City Office, at the. Principal 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business. Enquiries are invited. 


Principal GLASGOW Office: 
110, QUEEN STREET, C.1. 


BRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: 
38, ST. ANDREW SQUARE, EDINBURGH, 2. 


AFFILIATED TO BARCLAYS BANK LIMITED 


ESTABLISHED 1810 


Over three hundred Branches and 
Sub-offices in Scotland and three 
Offices in London 


CHIEF OFFICE: ©2 LOMBARD SIREET, £.C€.3. 
KINGSWAY BRANCH: IMPERIAL HOUSE, W.C.2. 
WEST END BRANCH: VIGO HOUSE. 115 RECENT STREET. W.1. 


THE COMMERCIAL BANK 
OF SCOTLAND LIMITED 


HEAD OFFICE: 14 GEORGE STREET, EDINBURGH 
GENERAL MANAGER: SIR JOHN MAXWELL ERSKINE, C.B.E. 0.1. 
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THE NATIONAL BANK 


OF SCOTLAND LIMITED 


Established 1825 


Capital—Subscribed - - £5,400,000 
Paid up - - + 1,500,000 


Reserve Fund - . - 2,275,000 
Total Assets 
(Ist November, 1950)- + 117,000,000 


Head Office: EDINBURGH 
General Manager : j. A. BROWN 
London Offices : 

City Office : 

37, Nicholas Lane, Lombard Street, E.C.4. 


West End Office : 
raj, Seijase ave Peat etnies BES: 


BRANCHES THROUGHOUT SCOTLAND 


ALEXANDERS DISCOUNT 
COMPANY LIMITED 


24, LOMBARD STREET, LONDON, E.C.3 


CAPITAL PAID UP- ~- £1,400,000 
RESERVES - = =» €2,200,000 





DIRECTORS 


SIR ERIC GORE BROWNE, D:S.0O., 0.B.E., T.D., 
Chairman. 

GEORGE CLEVERLY ALEXANDER 

ROBERT ALEXANDER 

THE RT. HON. LORD BALFOUR OF BURLEIGH, D.L. 

THE RT. HON. LORD COLGRAIN 

MARK DINELEY 

ALAN RUSSELL 


MANAGER 
ANTONY MACNAGHTEN 
DEPUTY MANAGER CHARLES C. DAWKINS 
ASSISTANT MANAGERS €. P. 8. BAGGALLAY, A. |. McLENNAN 
SECRETARY f. W. HATCHER 


BANK AND FIRST-CLASS TRADE BILLS 
DISCOUNTED 


MONEY RECEIVED ON DEPOSIT 
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GRINDLAYS BANK 


LIMITED 


THE BCC 


; 4, and: 





Bankers and Agents 
ESTABLISHED. 1828 


GRINDLAYS BANK LIMITED can provide banking 
facilities of every wo eaodiag the financing 
trade wi 


INDIA AND PAKISTAN 
BURMA AND CEYLON 


Branches in India: Branches in Pakistan: 






BOMBAY KARACHI 

CALCUTTA PESHAWAR 
MADRAS DELHI LAHORE 
QUETTA 






NEW DELHI 
SIMLA 


RANGOON & COLOMBO 
Head Office: 
54 Paruament Street, Lonpon, S.W.1 
with 
SHIPPING, PASSAGE & INSURANCE 
DEPARTMENTS 
at 9 Turron Srrzer, S.W.1. 













Income Tax, Executor anp 
Trustee Departments 
AT 1 BRIDGE STREET, S.W.1. 





THE NATIONAL 
BANK LIMITED 


ESTABLISHED 1835 
CAPITAL SUBSCRIBED £7,500,000 
CAPITAL PAID-UP £1,500,000 
RESERVE FUND £1,330,000 
DEPOSITS (31-12-50) £72,360,000 










A COMPLETE BANKING SERVICE. 
SPECIAL DEPARTMERTS FOR 
WCOME TAX AWD EXECUTOR 
AND TRUSTEE BUSINESS 


















The Bank has been @ member of the London Bankers’ 
Clearing House for over three-quarters of a century. 





HEAD OFFICE: 13-17 OLD BROAD 
STREET, LONDON, E.C.2. 
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..4 and repayments of bank advances from the proceeds 
y ow jssues have fallen far short of new demands. 
"For the future, it seems inevitable that the upward 
ead of deposits will continue, though there is perhaps 
we reason to hope that the pace of the advance will 
emble the trend of the past six months rather than the 
erish movement of last summer and autumn. The 
mdget for 1951-52 envisages an overall deficit of £457 
ion, and although a substantial part of this is Likely 
» be financed from extra-budgetary receipts and net 
ales of tax reserve certificates, it is most unlikely that 
+e Government will be able to avoid appreciable net 
rowings from the banking system—unless the 
<ernal balance of payments runs into heavy deficit. At 
ne same time, the pressure on industry’s working capital 
; bound to become more acute. Although the current 
woyancy of the equity share market, combined with 
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increasing caution on the part of the banks in their lend- 
ing policies, will perhaps ensure that a substantial part 
of industry’s needs is met through the new issue market, 
bank advances are likely to continue to rise. If, therefore, 
both the public sector and the private sector will be 
seeking additional bank finance, the only way of prevent- 
ing a further credit expansion would be to pursue a 
tougher monetary policy—with the object of cither 
curtailing demands for advances or of forcing the banks 
to meet part of the demands upon them by selling gilt- 
edged securities. There is no sign, however, that the 
authorities are contemplating any such return towards 
orthodox policy. Though they may be prepared to leave 
the gilt-edged market to cope with “ natural ” pressures, 
it seems unlikely that they will be prepared to aggravate 
them by deliberately creating stringency in the banking 


position. 


The Finance of Stocks and Commodities 


HERE is no doubt that the steep rise in commodity 

prices that has occurred since the devaluations of 
1949 and especially since Korea has sharply intensified 
the already considerable strain upon the working capital 
of industry, particularly of those concerns, whether mer- 
chants or manufacturers, whose business requires them 
to carry substantial stocks of primary or processed 
materials. This strain upon stockholders, and the 
sharply increased cost of goods in transit, has naturally 
cierted a pressure upon demand for financing facilities, 
ad many of the smaller businesses concerned have 
lately found their need for floating finance out of all 
normal proportion to their own resources, posing new 
problems for their financiers as well as for the businesses 
themselves. 


Necessarily, a rise in. primary commodity prices takes 
‘ome time to work through the domestic economy, and 
itcan hardly be questioned that the full financial effects 
of the rise that has already occurred have not yet been 
felt. At all events, the impact upon the joint stock 
banks, as distinct from the acceptance and discount 
markets, has so far been more moderate than might, per- 
haps, have been expected, though it has become much 
more marked in the past four months. Over the past 
twelve months as a whole, as the table on page 1329 
shows, the growth of bank advances has been appre- 
cably smaller than it was in the preceding year. The 
Chancellor, in his Budget speech, referred to the year’s 
inctease as “ inevitable . . . in view of the rise in the 
cost of raw materials and the resultant increase in the 
cost of financing stocks.” But in the twelve months to 
last April, the advances of the clearing banks rose by 
iess than 84 per cent, and even in the year to last May 
their rise was no more than 9} per cent, whereas the 
tise in the index of wholesale prices was roughly three 
umes as steep. Moreover, the moderate growth over 

Past year could be attributed to causes quite distinct 

| price movements: the ion in industrial pro- 
duction to February, 1951, was itself at almost the same 
Percentage rate as the rise in advances. Last year, how- 
“ver, was the first in the whole iod in which 

Pace of the rise in bank advances fell behind that of 

lesale pricesand this was still true even if the 


igures are adjusted to allow for the distorting effects of ' 


the large repayments of bank advances made last year 
by the British Electricity Authority out of the proceeds 
of its new issue. 


The quarterly classifications of bank advances (regu- 
larly reproduced in the Records and Statistics supple- 
ment) confirm the impression that the rise over the past 
year is to be associated, to a large extent, with the upward 
movement in prices—but they also indicate that sub- 
stantial additional finance must have been found from 
other sources. The latest available analysis, relating to 
February last, showed that total advances made in Great 
Britain by all banks that are members of the British 
Bankers’ Association were higher by £161 million on 
the year, a rise of about ten per cent. Of this increase, 
a substantial proportion occurred in those classified 
groups that had been particularly exposed to the steep 
rise in commodity prices. Thus about one-quarter of 
the additional advances were made to borrowers in the 
following five industrial categories—cotton, wool, other 
textiles, leather and rubber, and non-ferrous metals ; 
while over a third were for those in agriculture and fish- 
ing, food, drink and tobacco, and retail trade. Wool is 
an outstanding example ; the total advances for wool and 
wool manufactures more than doubled during the year, 
reaching £384 million ; while stocks of raw wool declined 
by about a third, the wholesale price index for wool and 
wool manufactures stood at two-and-a-half times the level 
of a year before. The official analysis of advances is too 
broad to provide a basis for any precise conclusion ; but 
it does seem reasonable to deduce from it that at least 
half the rise in advances over the year to last February 
was directly or indirectly attributable to the rise in prices 
of raw materials and stocks. This estimate does not take 
into account the £54 million of additional advances 
made in the category described as “ other financial,” of 
which a substantial part represents bank lending to 
industry at one remove, through funds provided by the 
banks for the Finance Corporation for Industry and the 
Industrial and Commercial Finance Corporation, whose 
operations in turn were no doubt expanding partly as a 
result of higher prices. 


It is evident, however, that the additional finance 
required by the upward swing in prices has been much 
greater than could have been covered by this modest 
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application of bank credit. During 1950 the physical 
increase in stocks and work in progress was officially 
estimated at £115 million, compared with {£215 million 
in the previous year ; but as Government stocks were 
running down fast last year, the holdings of private 
industry must have risen by substantially more than the 
aggregate figure suggests. 


1950 amounted to £285 million, excluding stocks held 
by government trading departments, local authorities, 
some harbour boards and the United Kingdom Wool 
Disposal organisation. Although both estimates are 
described as “highly precarious,” the total finance 
involved was plainly far in excess of additions to bank 
advances for this purpose—especially as the apprecia- 
tion must have been substantially greater in the past 
twelve months than in the calendar year 1950. At an 
earlier stage in the chain of production, the enlarged 
demands for finance of goods in transit will have been 
met partly by acceptances and credits extended by the 
joint stock banks and merchant banks. In the collective 
figures for the clearing banks, acceptances and credits 
cannot be distinguished from engagements, and in any 
event these items merely reflect the position on the day 
the banks’ accounts were struck. But, to judge from the 
rise over the calendar year in the aggregate figure, and 
from the results of those of the large banks that show 
acceptances and confirmed credits separately, credit 
from the joint stock banks in this form probably nearly 
doubled during the year. 
* 


Among other methods of finance, the increase in the 
volume of commercial bills handled by the discount 
market indicates that this source of funds is being drawn 
upon more and more extensively. Last January the 
chairman of the National Discount Company referred to 
an increase of two-fifths in the volume of commercial bills 
bought by his company during 1950, and in the follow- 
ing month the chairman of Gillett Brothers mentioned 
that commercial bills discounted had reached nearly 
doubie the figures for the previous year. To judge from 
published balance sheets alone, the discount houses’ total 
of bills under re-discount was running at around {100 
million at the end of last year ; but the total of com- 
mercial bills handled, comprising also those dealt with by 
the three houses that do not publish figures, must have 
been considerably larger, and it is probably still increas- 
ing. Discount rates for trade bills were lifted slightly 
last February, and, although no corresponding rise 
occurred for the much larger volume of bank bills, the 
hardening reflects the market’s response to an enlarge- 


ment in the demand for bill finance. Here again, how- . 


ever, other influences are at work besides rising prices. 
The reopening of commodity markets and restoration 
of trade from government to private hands, with the 
general growth in the use of sterling in international 
transactions and the relative cheapness of finance h 
London, have all contributed to the expansion in’ 
volume of bills reaching the market. In the home trade, 
too, commercial undertakings, including some 


conutpuage; hae bar abieig Ai Seances feet o> veer 


in carrying stocks, as an addition to bank advances or in 
substitution for them. 

. The expanding turnover of the merchant banks— 
which to some extent is of course the counterpart of the 
activity in commercial paper in the discount market—is 


In addition, it was officially 
estimated that the appreciation in the value of stocks in 
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also attributable in part to the high level of pric 

especially for raw materials. But, as the recently 4 
lished accounts of Hambros Bank have demonstrat 
the rising demand for merchant banking facilities j.,, , 

no means been confined to acceptance credits. This 
is of particular interest, since Hambros Bank’s deci 
to bring its capital into line with the increasing demanj 
sets an example that may be followed by other hous 
More generally it may be noted that arrangements fy 
ee credits are ta Substantial sums ; thg 
amounts of some revolving credits, particulas, 
for wool, arranged by merchant banks and ‘oint a 
banks on account of various continental countries, wars 
increased last year. ’ 


Other types of financial facilities have also been jg 
demand. Despite the official discouragement of th: 
extension of hire purchase facilities, this form of tradiy 
seems to be increasing, not only in retail trade, but als 
to meet industrial needs. New finance companies hay: 
been formed and in a variety of ways hire purchis 
arrangements have been adapted to furnish addition! 
working capital, partly in response to the need to cary 
stocks at higher prices. Last December a jointly-owned 
undertaking was established by Tube Investments and 
Olds Discount Company to deal with the hire purchay 
business of companies controlled by the manufacturing 
business. A rather different type of finance was mai 
available last March, when the Ship Mortgage Financ 
Company was formed to assist in the financing of new 
ships, for which costs of construction are running # 
high levels. Then, too, substantial amounts have been 
raised outside the Stock Exchange by unsecured notes 
or loan stock. This method of obtaining addition! 
resources has advantages in savings in costs and in 
respect of taxation, but in many of these a oni 
funds were required to supplement working capi 
partly for financing stocks. 

These diverse methods of ing additional floating 
finance all reflect the way in which higher prices ar 
contributing to the strain on the liquid resources of 
industry, but it is possible to isolate this particular 
influence from the.many others that are at work. (ne 
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On the one hand, borrowing for speculative holding o 
commodities, has long been proscribed by directives 0 


the Capital Issues Committee, a ibition reiterated in 
the latest revision of directives ; on the other hand, banks 
upon to act wi 
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Time for Eastern trade 


Ten-fifteen in England and the London, Manchester and 
Liverpool offices of The Chartered Bank of India, Australia 
and China have already opened to the public. At New York 
the day’s work has not yet begun. In the East at Colombo 
it is tea-time and in Hong Kong business is finished for 
another day. But wherever business men engaged in the 
Eastern trade may be, they will find at the nearest branch 
of The Chartered Bank up-to-the-minute information, skilled 
assistance and efficient banking services. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


({ncorporated by Royal Charter 1853) 
Head Office: 38 Bishopsgate, London, E.C.2. 

West End (London) Branch: 28 Charles II Street, London, S.W.1. 
Manchester Branch: 52 Mosley Street, Manchester, 2. 
Liverpool Branch: 27 Derby House, Liverpool, 2. 

New York Agency: 65 Broadway, New York, 6. 


Branches of the Bank ave established at most centres of commercial importance 
throughout Southern and South-Eastern Asia and the Far East. 


BANK OF 
MONTREAL 


incorporated in Canada in 1817 with Limited Liability.) 


Financiai Agents of the 
Government of Canada in London 
The Bank undertakes genera! banking business and 


with its numerous branches offers special facilities 
in Canada and the United States. 


| CAPITAL... tw wwe «$36,000,000 
| REST AND UNDIVIDED PROFITS $51,498,000 
ASSETS IN EXCESS OF... _...  $2,000,000,000 


Huntly R. Drummond, Esq., Honorary President. 
B. C. Gardner, Esq., M.C., President. 
Lou's L. Lang, Esq., C. F. Sise, Esq., Vice-Presidents. 
Gordon R. Bali; Esq.. Genera! Manager. 


Head Office: MONTREAL 
Over 560 branches in Canada covering every province, 
and in New York, Chicago and San Francisco. 


London Offices : 
47 Threadneedle Street, E.C.2. 
A. D. Harper, Manager 
9 Waterloo Place, Pali Mall, S.W.1. 
T € Roberts. Manager 


— Sa eng ans ————————_—_$$—XKx——————K—FRellEl_aE_—___ 





Subscribed Capital 

Paid-up Capital 

Further Liability of Proprietors 
Reserve Fund és wee bis .. £1,815,000 


Ask your Banker 


Should you require banking service 
anywhere in Canada, the West Indies, 
Central or South America, ask your banker 
about the facilities we provide in these 
important trading areas. The Royal Bank 
of Canada is always glad to co-operate 


fully with your local bank to serve you. 


London Offices— 
6 Lothbury, E.C.2. B. Strath, Mgr. 
2-4 Cockspur St., S.W.1. R. B. Murray, Mgr. 


THE ROYAL BANK 
OF CANADA | ove 7 trante 


da, the West 
Head Office, Montreal @ Cameda é 


; Indies, Central and 
Offices in Now York and Sasi Aeikeian 
Paris 


Incorporated in Canada in 1869 
with Limited Liability. 


ENGLISH, SCOTTISH & 
AUSTRALIAN BANK 


ITED. 


* 


* 


Address enquiries to Head Office: 


1335 


£5,000,000 
£3,000,000 
£2,000,000 


Through more than 400 Branches in Australia and a net- 
work of Agents and Correspondents in all overseas countries, 
this Bank is enabled to handle all classes of Banking Business, 
exchange transactions, trade enquiries, &c. 


5, Gracechurch Street, Lendon,_ E.C.3, 
J. A. CLEZY, London Manager and Secretary. 


Chief Office in Australia: Collins Street, Melbourne. 
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INDIA 
PAKISTAN 
BURMA 
CEYLON 
MALAYA 
SINGAPORE 
HONGKONG 
CHINA 
MAURITIUS 
THAILAND 
JAPAN 


Every description of 
Banking Business transacted 
THE 


MERCANTILE 
BANK OF INDIA 


LIMITED 
Head Office: 15 GRACECHURCH STREET, LONDON, £.C.3. 





THE ROYAL TRUST COMPANY 


(incorporated in Canada with limited liability) 
Head Office: 
MONTREAL, CANADA 
London Office : 
3, ST. JAMES’S SQUARE. S.W.I (Tel: WHI 5466) 
EXECUTORS and TRUSTEES 
TRANSFER AGENTS and REGISTRARS 


SAFE-CUSTODIANS and MANAGERS 
OF INVESTMENTS 


BRITISH AND CANADIAN INCOME TAX 
CONSULTANTS 


CANADIAN AND AMERICAN 
SUCCESSION DUTY ADVISERS 


ASSETS UNDER ADMINISTRATION 
EXCEED $1,052,000,000 





Branches throughout Canada 
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LONDON WALL 
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THE 


STANDARD BANK 
oF SOUTH AFRICA unre 


Bankers in South Africa to the United Kingdom Government. Bankers to the Covers. 
ments of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika 








Capital Authorised and Subscribed - £10,000,009 


Capital Paid-up - - - = - £5,000,000 
Reserve Fund - - + - -  £5,000,000 


10 CLEMENTS LANE, LOMBARD STREET an 
77 KING WILLIAM STREET, LONDON, EJ 





Branch -——63 London Wall, £02 


WEST END Branch —9 Northumberland Avenue, W.c? 


NEW YORK Agency—67 Wali Street. 
HAMBURG Agency—Speersort, 6. 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 
SOUTH-WEST AFRICA, 
RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA: 


SOUTHERN AND _ NORTHERN 


ZANZIBAR AND PORTUGUESE EAST AFRICA. 


Banking Business of every description transacted 


at all Branches and Agencies. 


Trade with 


AUSTRALIA & 
NEW ZEALAND 


Over the past 85 years The Commercial Bank of } 
Australia Ltd. has gathered a completely comprc- | 
hensive knowledge of economic and financial | 
conditions in these two great Dominions. 
383 branches and 239 agencies provide up-to-date | 
information on the local outlook and offer facilities | 
for every type of transaction with Australia and 
New Zealand. 


THE COMMERCIAL BANK | 
OF AUSTRALIA LIMITED | 


Uncorporsted in Victoria) 


Assets exceed Aust. £147,000,000 


Head Olice SS ee MELBOURNE 
London Office ... 1 we aes es 12 OLD JEWRY, EC? 
London Manager: P. W. JACKSON 
Asst. Manager: H. EB, RICKMAN. Acct: G. A. M. PAUL 


(Telephone: MONarch 8747) 
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Inflation in the Sterling Commonwealth 


LMOST all the countries of the sterling Common- 
A wealth, except the United Kingdom, are now en- 
joving a sizeable external surplus on current account. 
In most of them, indeed, the addition to money incomes 
fom higher export prices in 1951 seems likely to 
lad to a Substantial increase in their national 
incomes as a Whole. This is happening at a time when 
supplies of capital equipment and of some consumer 
goods from the United States and Britain are being in- 
creasingly restricted by rearmament’s pre-emption. In 
other words, most of these countries are now faced by 
the prospect of a yawning internal inflationary gap. 


An estimate of the possible -xtent of additions to 
money incomes in primary producing countries this year 
was given in the recent Economic Survey of Europe for 
1950, published by the Economic Commission for 
Europe. This suggested that the value of exports from 
the primary producing countries to Europe and North 
America would rise by between 20 and 25 per cent in 
1951 if prices remained at their end-1950 level through- 
out the whole year. On this assumption, Malaya, where 
exports generate by far the larger part of gross money 
incomes, would experience a rise of between 80 and 100 
per cent in export values in 1951 ; Australia (where even 
in 1949 exports generated nearly 30 per cent of gross 
national income), South Africa (where non-gold exports 
generate about 1§ per cent of national income), Pakistan 
and Ceylon would all enjoy an appreciation in export 
values of between 20 and 40 per cent above 1950 levels ; 
and India, which is being left somewhat behind in the 
| face towards more favourable terms of trade, would enjoy 

aN appreciation in incomes of rather less than 
10 per cent. The additions to money incomes would, of 
course, be greater still if the volume of exports increased. 


_ The main financial problem before all these countries 
is therefore that of preventing the (probably temporary) 
good fortune of their from souring the long- 
term prospects of their economies as a whole. This is 
hot an easy problem to tackle. If internal inflation is 
left to work itself out uncontrolled, it will cause grave 
hardship non-exporting interests, an undesirable 
shift of resources away from uses that are essential for 
long-term development (though not immediately lucra- 
tive in the short-term of the export boom), a mushroom 
growth of luxury industries and services that might 
founder under the weight of their high capital charges 
once exporters’ internal demands were reduced, 
lve bidding up of the prices of real estate and of scarce 
material stocks, and a long list of other economic distor- 
tions, If attempts are made to check inflation by 
orthodox “ non. imi ” measures—higher taxa- 
tion all round, revaluation or tighter control over credit— 
those who do not draw advantages from the current 
export boom are hit as hard as those who do; while 
if discriminatory. taxes are imposed on those who are 
cnjoying boom-time prosperity at the moment, they 
always meet with great political resistance (especially as 
the Prosperous exporters Of today are often those who 
were most badly hit in the depression of the 1930s). In 
addition, discrimi imposts sometimes lessen 


discriminatory tax 
the incentive to Jong-term increases in production of 


export goods—long-term increases of which the world 
stands in dire need in many commodities. 

The Commonwealth countries have therefore been left 
with an economic problem to which it would be extra- 
ordinarily difficult to find an adequate answer—even if 
they had adequate statistical material on which to draw 
up their plans and adequate administrative and financial 
machinery through which to put those plans into effect. 
And in most overseas sterling area countries, statistics, 
administrative resources and financial machinery are all 
sadly lacking. It is not surprising, therefore, that in 
many of them inflation seems dangerously near to running 


away out of han 
* 


The obvious starting point for a regional survey of 
the problem of Commonwealth inflation is in the depen- 
dent territories, where there is no central banking 
machinery for damping down inflation at all. The sterl- 
ing balances of the Colonial Empire ran up by £106 
million in the second half of 1950 ; they are probably 
rising even more swiftly now. The inflationary effects 
of the current export surplus differ widely between those 
countries, such as West Africa, where the main exporters 
are peasants whose marginal propensity to consume is 
necessarily high, and those countries, such as Malaya, 
where the exporters are largely plantation interests, and 
where some at least of the booming proceeds of export 
sales tend to stick in profits (which, even if they are 
distributed, add to personal incomes in Britain rather than 
in the Colonies). In West Africa, Produce Marketing 
Boards have been interposed between the peasants and 
world markets, with the wise object of storing up foreign 
exchange derived from exports in a boom for use in time 
of slump. Unfortunately, these Boards have been look- 
ing forward continuously to a slump ever since the war 
ended, with the result that the vast funds that they have 
accumulated have deteriorated in real value each year as 
prices have obstinately continued to rise. The new 

Government in the Gold Coast has now 
demanded that the £53 million accumulated in the Cocoa 
Marketing Board’s hands should be handed over to local 
control and devoted to local development ; whether this 
means that this money will be spent just when saving 
should really start remains to be seen. In plantation 
countries such as Malaya recourse has been had to export 
taxes—though only to that level of export taxes that can 
be forced through against bitter local political opposition. 

In Ceylon, which emerged from colonial status only a 
short time ago, recourse has also been had to export 
taxes. But Ceylon now has also a Central Bank, operating 
under American Governorship and on deliberately anti- 


inflationary lines. In 1950, according to the recent 


Central Bank report, Ceylon’s foreign assets rose by 
Rs. 141 million (approximately £11 million), commercial 
bank credit to the private sector of the economy rose by 
Rs. 60 million, and commercial bank credit to the 
Government rose by Rs. 17 million ; after making certain 
marginal adjustments for other banking operations, total 
money supply in the hands of the public rose by Rs. 261 
million—or by no less than 40 per cent in one year. 
In order to damp down internal inflation the Central 
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Bank has asked the commercial banks not to repatriate 
their external reserves and not to extend loans for specu- 
lative purposes (there is apparently surprisingly little of 
this at the moment). The Central Bank has also in- 
creased reserve requirements from Io to 14 per cent of 
demand deposits, and has started open market sales of 
securities (to the very limited extent that Ceylon’s capital 
market conditions allow). Since the Government’s 
budget is in overall deficit, however, it seems optimistic 
to suppose that these measures can really damp down the 
inflation deriving from the external surplus. 


In Ceylon’s two great northern neighbours, inflation 
is also continuing at a great rate. Foreign assets held 
by the Reserve Bank of India expanded by only Rs. 80 
million net in 1950, but they rose by no less than 
Rs. 540 million ({40 million) in the first quarter of 1951. 
Credits extended by the scheduled banks to the Govern- 
ment sector rose by Rs. 170 million, and to the non- 
Government sector by Rs. 340 million last year. Total 
money supply in India (i.e, private current deposits at 
all banks plus cash holdings) rose by Rs. 810 million— 
or only about 4 per cent—in the year, but it increased 
by Rs. 1,370 million in the first quarter of 1951. The 
recent Indian budget was drawn up with the express 
object of providing the internal financial resources neces- 
sary to meet the increased rate of public investment 
envisaged under the Colombo programme laid down last 
November. Last November’s estimates, however, were 
drawn up on the assumption that nearly two-thirds of 
the Colombo investment programme would be financed 
from abroad. There seems to be a dangerous tendency 
in the Colombo Plan countries at the moment to assume 
that their unexpected conversion to balance of payments 
surpic3es means that they can carry out their planned 
investment programmes even if the hoped-for finance is 
not forthcoming from abroad. In fact, of course, the con- 
version to a balance of payments surplus, especially in so 
far as it is due to the non-availability of goods abroad, 
means that each country is trying to finance out of its 
pitifully small domestic savings noi only its whole internal 
investment programme but an unwanted quantum of 
foreign investment as well. 

The situation in Pakistan is somewhat similar to that 
in India, except that the conversion to balance of pay- 
ments equilibrium has been more recent (dating from 
Korea and the payments accord with India)}—and that 
the current tendency for the surplus to rise is more 
marked. Foreign assets held by the State Bank of 
Pakistan, which fell by Pakistan Rs. 452 million (about 
£45 million) in the first nine months of 1950, rose by 
Pakistan Rs. 560 million in the next six months ; in these 
six months (from end-September, 1950, to end-March, 
1951) the total of privately-held currency and current 
deposits rose by Pakistan Rs. §23 million, or nearly 19 
per cent. The recent Pakistan budget, drawn up in the 
boom mentality that exporters’ prosperity has intensified, 
brought tax rates down, | 

It is not surprising that in the Asian dominions, with 
their vast agglomerations of population and limited 

Seclaleemail a. a Dt 


resources, anti-inflationary 
carried to such a high pitch of attempted statistical nicety 
as it isin Britain. But in the older dominions, too, budget 
and investment policy is not tied to any deliberate pattern 
of plans for bridging inflationary gaps. A recent analysis 
by the National Bank of Australasia, however, estimated 
that the “ inflationary gap” in Australia in the 
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fiscal year (that to June 30, 1951) might amount to a 
much as {A280 million. The bank estimated the year’s 
external surplus at £100 million, net private investment 
at £470 million and the deficits of public authorities 4 
£30 million ; these three items together total {600 
million, against which voluntary private savings wer 
expected to amount to £320 million. In the first eight 
months of this fiscal year, foreign assets held by the 
Commonwealth Bank of Australia rose by £88 million 
commercial bank loans to the private sector of the 
Australian economy rose by £82 million, and bank credit 
to the Government (including ses of Government 
securities) expanded by £97 million ; the total increase 
in currency and deposits was thus £267 million agains 
£284 million in the whole of the previous fiscal year, 
Australia’s total national income in 1949 was {1,915 
million. The Government’s anti-inflationary measures 
include directives to the commercial banks that they 
should follow a “selective credit policy,” a pruning of 
the public works programme, fairly tight restrictions 
over new capital issues and the resort to export taxes 
(after much political wrangling) ; in addition, £80 million 
of potential commercial bank imvestible funds were 
sterilised in the Special Account at the Central Bank in 
the first eight months of the fiscal year 1950-51. But 
inflation in Australia is clearly proceeding apace. 


main 

million, in the first half of 1950 ; they fell to £82 million 
in the next six months but had risen to £103 million by 
the end of February. It would be unwise to read too 
much into these figures, however, for New Zealand's 
export and import trade is still sed by the water- 
. South Africa’s special position as a 
gold-producing country also makes it impossible to 
generalise about sterling area i 

vation of conditions in that country, but there again the 
foreign exchange reserve is mounting. Foreign assets 
held by the Reserve Bank, which amounted to only £54 
million at the time of devaluation and to £105 million at 
the end of 1949, had risen to £153 million by the me 
of the Korean outbreak, since then have gone on 
rising, to £166 million at the end of 1950 and to {172 


i 


million at the end of March, 1951. 

To sum up therefore: Across the whole oversas 
exporters, are increasing at an ed rate while 
goods are not coming forward in adequate supply to mop 
up the demand that is them. Goveft- 
ment efforts to damp down so fat 
seem 
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The Gateway to India 


Businessmen need go 


Enquiries are welcome at Head Office and branches. 
A comprehensive banking service is 
available at the Bank’s branches in 


INDIA PAKISTAN CEYLON BURMA KENYA 
ZANZIBAR UGANDA TANGANYIKA and ADEN 


NATIONAL BANK OF INDIA 
LIMITED 


Head Office : 26 Bishopsgate, London, E.C.2. 


HALIFAX 


The Worlds Largest 
BUILDING SOCIETY 


TOTAL ASSETS ... . £165,487,783 
SHARE & DEPOSIT ACCOUNTS § £155,224,657 
MORTGAGES. ... --- £126,057,911 
TRUSTEE SECURITIES & CASH  £38,917,964 
RESERVES cea’ ees ww ~~ €9,597,982 


HEAD OFFICE HALIFAX 
General Manager : F. BENTLEY, F.C.1.S. 


London District Office : 
HALIFAX HOUSE, STRAND, W.C.2 


HOME OWNERSHIP THROUGH THRIFT 


no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great value 
to those interested in developing trade with these territories, 
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Argentina Brazil 
Chile tle Colombia 
Ecuador ’ El Salvador 
Guatemala Nicaragua 
Paraguay te + ae Peru 
Uruguay Venezuela 


Portugal ~ Spain 


LONDON—PARIS—NEW YORK 


BANK OF LONDON 
& 
SOUTH AMERICA 


LIMITED 


Head Office : 
6, 7 and 8 Tokenhouse Yard, London, E.C.2 


Bradford: Manchester 3. 
19 Sunbridge Road 36 Charlotte Street 





A kangaroo is all very well... 
but a prospective settler, a trader or traveller wants, more 
information about Australia than the fact that it is the conti- 
nent from which kangaroos come. Current information 
concerning all aspects of life in Australia and New Zealand 
is always available at the Bank of Australasia. Our Booklet, 
* The Answers To Your Questions ”, may be obtained from 
the Bank on request. It contains not only information 
concerning the commercial world but also more personal 
details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 
CIncorperated by Royal Charter 1835) 
MANAGER: G, C. COWAN 
Head Office: 4 Threadneedle Street, London, E.C.a 
Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House). 
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Lumiied Losv'tiy (ampany incorporated in France y+ Lanbility ov Members is limite: to tin orient apd in maneer Pree-ribed by Oridinane. no 
orice «6©40, LOMBARD ST., E.C.3 
OFFICE ’ oe oN\ee 
wii wailed Capital Issued & Fully Paid Up $20,000,000 
25/21, CHARLES 11 STREET, HAYMARKET, 5.W.1 Reserve Funds Sterling .. .. £6,000,000 
Private Safes for renta) at this Office Reserve Liability of Members ... $20,000,000 mm] 
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TRAVELLERS’ CHEQUES ISSUED IN FRENCH Head Office: HONG KONG san 
BY ALL BRANCHES AND CHAIRMAN AND CHIEF MANAGER: WON. SIR A..THUR MORSE, ¢.8: icest 
FRANCS PAYASLE - London Office: 9, GRACECHURCH STREET, £.c3 bas 
CORRESPONDENTS OF THE BANK IN ANY Londoo Managers: S, A. Gray, M.O. A, M; Dunoan Wallace, H. A. Mabey. 0.8.8 ‘on om 
COUNTRY OF THE EUROPEAN PAYMENTS "BRANCHES : —_— 
UNION BURMA DAWA wava) JAPAN NTH. BORNEO yay 
. CEYLON Surabaja ray janine as read 
OVER 1,300 BRANCHES IN FRANCE onan EUROPE oe Sakae 
Also in ALGERIA, BELGIUM, CAMEROONS, EGYPT, FRENCH a A Tawaa 
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ASK THE MAN MI LE Or 
LEUMI LE-ISRAELs. | 
At 
THE ra 
Business men and bankers who have visited aus 
ANGLO-PALESTINE BANK a 
Australia or New Zealand will tell you that the best are 
inn 
medium for facilitating trade with those countries ; prob 
General Management : Tel-Aviv op 
is the Bank of New South Wales — largest 
1 
i . 
commercial bank there. 31 Branches throughout Israel i 
You are invited to use our specialist services afte 
. one 
f 
through your own bank. New York Representation : a 
20, PINE STREET, NEW YORK i 
gre 
BANK OF cea = 
NEW...SOUTH. WALES 6, GRACECHURCH STREET, E.C.! : 
ESTABLISHED 1817 HEAD OFFICE, SYDNEY, AUSTRALIA ih 
LONDON OFFICES: 29 Threadneedie Street, EC2, Affiliation: The A.P.B. Trust : , Limited, Tel-Aviv. 
and 47 Berkeley Square, WI The Trust Company undertakes the usual Trustee and ou 
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coMPANY MEETINGS 


ROYAL EXCHANGE ASSURANCE 


231st ANNUAL REPORT 
EXCELLENT RESULTS FROM ALL DEPARTMENTS 
GROUP PREMIUM INCOME REACHES £21,000,000 
LORD BICESTER’S SURVEY 


The Two Hundred and Thirty-first Annual 
General Court of the Royal Exchange 


The Governor, the Right Hon. Lord 
Bicester, who presided, said: Gentlemen,— 
As the report and accounts of the Corpora- 
jjon and consolidated accounts of the Royal 
Exchange group of companies have already 
been seat to you, I have no doubt that it 
will be your wish that they should be taken 
as read. (Agreed.) 


DIRECTORIAL CHANGES 


In reporting the changes in the Court of 
Directors since I last addressed you, it is 
with infinite regret that I have to record the 
joss we sustained by the recent death of the 
Rt. Hon. Oliver Stanley, whose great quali- 
ties we appreciated so much, and whose 
unfailing kindness endeared’ him to us all. 

I think we all agree that the death of 
Oliver Stanley was not only a great loss to 
the Royal Exchange but also a great loss to 
the country. He was a remarkable man. 
Hear, hear.) 

Next I want to mention the resignation 
of Sir Spencer Portal owing to his desire to 
reduce his business activities. Sir Spencer 
ist joined ous Court in 1902 and was there- 
fore with us for close on fifty years. In 
addition, he was for over forty years Chair- 
man of our associated company, the 
“National Provincial,” and I am sure it 
would be your wish to place on record our 
great appreciation of his long and valuable 
services. I am happy to say that we have 
recently appointed his son, Mr Francis 
Portal, to our Court. 

On your behalf I would also like to’ wel- 
come the Rt. Hon. the Viscount Brute of 
Melbourne as a member of our Court. Lord 
Bruce’s long and distinguished career, both 
's Premier of one of our great Common- 
wealth nations and later as its High Com- 
missioner, is well known and needs no 
commendation from me. Bearing in mind 
our ever-increasing imterests in Australia, we 
aé fortunate in having the benefit of his 
mumate knowledge of that great country’s 


problems as well as his widespread business 
experience, 


THE EXECUTIVE 


T have also some changes to report in our 
prncipal executives. Mr J. S. Steer, our 
deputy general manager, retired on April 30th 

ter 36 years’ service. Prior to becoming 
- of our principal executives Mr Steer was 
“T @ number of years the manager of our 
scident department, to the success of which 
i¢ made a notable contribution. His work 
“as been very valuable to us and he will be 
tially missed. We wish him much happi- 
hess in his retirement. 
ae R. R. Hilton, our home fire manager 
a also retired after nearly 41 years of 
‘voted and successful service with the Cor- 
bw aire and to him also we extend our 
i *nks and best wishes. We have appointed 
MW. A. Jackson to fill his place. 
ou WOuld also like to mention a change in 

k marine department. As you know, we 
nee a a number of years had a very close 
ae cn relationship with the Sun Insur- 
hienee ; Limited, as. regards our marine 
‘siness, during which time Mr C. C. 


Turner has been our joint underwriter. Mr 
Turner retired on December 31st last, and 
we wish him much happiness in his well- 
earned leisure. I feel it was largely through 
his sound underwriting and wide knowledge 
of the business that our marine account has 
been so satisfactory in recent times. 

On January Ist last we, together with the 
Sun Insurance Office, Limited, concluded a 
similar arrangement for joint marine under- 
writing with the North British and Mercan- 
tile Insurance Company, Limited, as a result 
of which that company’s underwriter, Mr 


A. W. Theobald, is now acting in a similar 


capacity for the “Sun” and ourselves. We 
are very happy to have the services of one 
of the outstanding underwriters in the 
market and are quite sure these arrangements 
will be mutually beneficial. 


LIFE DEPARTMENT 


I will now proceed with a review of the 
results of our individual departments. The 
life department issued 5,458 policies for net 
sums assured totalling £4,868,043, an appre- 
ciable increase over the figures attained last 
year. The total premium income has again 
risen and now stands at £1,912,288, which 
is approximately £106,000 above that for 
1949. Claims were again on the normal 
scale, amounting in all to £1,340,989. 

The overall rate of interest has shown an 
increase, being £4 4s. 9d. per cent., against 
£4 2s. 10d. per cent. for 1949. There has 
been, as you know, a very severe decline 
from the rate of interest prevailing 20 years 
ago: the steepest fall coinciding with the 
conversion of the old 5 per cent. War Loan 
to a 34} per cent. basis. Some ten years 


‘Jater our average rate steadied at about 4} 


per cent., around which it has since 
fluctuated. 

In these days of high taxation it is obvious 
that net interest can very quickly become an 
inadequate compensation for a severe loss in 
capital values, so that your directors have 
held fast to the principle that capital security 
takes precedence over all other con- 
siderations. 

Tt will be noted that the cash balances on 
our life fund have been reduced very con- 
siderably since the end of 1949. During the 
year increased opportunities were found to 
make further first-class long-term invest- 
ments at satisfactory rates of interest so that 
the adoption of a delayed investment policy 
has brought this fund substantial advantage. 

The necessity for the provision of con- 
siderable further capital faces industry today. 
This should give institutional investors like 
ourselves the opportunity of providing essen- 
tial assistance to the country, as well as fulfill- 
ing our investment requirements on satis- 
factory terms. Our annuity business pro- 
ceeds satisfactorily and needs no particular 
comment. 


TRUSTEE AND EXECUTOR DEPARTMENT 


The report from our trustee and executor 
department tells much the same story as 
last year. The profit of £5,279 is some 
£3,000 less than 1949, due to the unavoid- 
able increase in the cost of conducting the 
business. To meet this increase a higher 
scale of fees was introduced in 1948, but 
some time must obviously elapse before these 
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revised charges have any appreciable effect 
on the departmental revenue. 

The funds in hand and under the adminis- 
tration of the department at the end of the 
year exceeded £186,000,000. 


FIRE DEPARTMENT 


In our fire department, both at home and 
everseas, we have had a very excellent year, 
and at the new record figure of £4,018,868 
our premium income is over £500,000 in 
excess of 1949, 

The fact that this good experience has 
extended to our overseas business, which 
again shows a considerable increase, repre- 
sents a highly desirable benefit to this 
country’s economy. The underwriting profit 
of £505,783 from the fire department has 
been transferred to the profit and loss 
account. 


MARINE DEPARTMENT 


The results of our marine department 
were favourable, and we are again transfer- 
ring £75,000 to our profit and loss account. 
In the early part of the year there was a 
tendency for hull values to fall, but this has 
now certainly been reversed. 

While this means higher premiums, the 
market is faced with increased wage rates, 
and rising prices for raw materials, both of 
which will raise the cost of repairs to much 
higher Jevels. For this reason I feel that 
hull underwriting, at least in the near future, 
must remain very difficult. ‘The steep rise 
in the values of raw materials naturally 
means more valuable cargoes, but fortunately 
the great international market that London 
provides enables the assured to obtain the 
increased coverage necessary. 


ACCIDENT DEPARTMENT 


Our accident department has again experi- 
enced a most successful year, the premium 
income having reached a new high level at 
£2,699,380, and I am glad to say that both 
the home and overseas sections of the busi- 
ness have made their contribution to this 
result. 

The large amounts which are being 
awarded in settlement of common law claims 
are making the conduct of employers’ liability 
insurance very difficult, and if this state of 
affairs continues the time cannot be far dis- 
tant when there will have to be an upward 
revision of rates. 

As regards our home motor business, the 
end of petrol rationing in June of last year 
has, of course, led to an increase in motoring 
and also an increased number of accidents. 
Coupled with this, the very small proportion 
of new vehicles available for the home market 
has meant that old cars are still in use, and 
the cumulative effect has been that claims 
costs have continued to rise. 

In conducting our overseas motor business 
we have met with similar difficulties and the 
results have been unsatisfactory. This year 
the total transfer from the combined sections 
of the accident department to the profit and 
loss account is £243,778. 


PROFIT AND LOSS ACCOUNT 


I come now to the profit and loss account 
of the “ Royal Exchange,” and on this there 
is one preliminary remark I should like to 
make. You will, of course, remember that, 
with our world-wide commitments, the 
devaluation of sterling in September, 1949, 
presented us with a considerable problem, 
and I had to refer to this at some in 
my report last year. However, I am happy 
to say that the provisions which we set up 
in 1949 in respect of our increased sterling 
liabilities, particularly in regard to America, 
have enabled us to present our 1950 accounts 
unaffected by any exchange fluctuations, with 
the exception of immaterial differences which 
have been absorbed in the underwriting 


results. 
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The total “ Royal Exchange ” departmental 
transfers to the profit and loss account add 
up to the record figure of £829,840, which, 
together with net interest received and the 
proprietors’ one-third share of the life valua- 
tion surplus, makes a total of £1,133,803. 


CONSOLIDATED FIGURES 


I come now to the consolidated accounts 
of our group, and I am glad to report that 
our associated companies have also done 
very well. 

The consolidated profit and loss account, 
as you will see, shows a total figure of 
£2,128,360, of which £1,631,852 represents 
departmental profits and £60,508 the pro- 
prietors’ share of the life valuation surplus. 
With such excellent results from all depart- 
ments it is difficult to single out any one 
feature to which special reference should be 
made. 

It is, however, a matter for great satis- 
faction to see that the combined accident 
premium income of the Royal Exchange 
group of companies has, for the first time, 
exceeded the sum of £10,000,000. 


TAXATION 


On the other side of the consolidated 
account you will notice that United Kingdom 
taxation, including provision for income tax 
for 1951-52, amounts to £987,173. If in 
addition you take into account the sum of 
£316,667 which is the amount of tax that 
has been suffered by our income from invest- 
ments, you will realise that altogether the 
Inland Revenue has shared in the results of 
our business endeavours to the extent of over 
one and a quarter million pounds. We 
finally carry to the profit and loss appropria- 
tion account £839,679. 

Since I addressed you last we have been 
notified by the authorities that the group is 
not liable to excess profits tax and we are, 
therefore, in a position to release the reserves 
set up in the war years. This figure accounts 
for the bulk of the item of £754,500 credited 
to the profit and loss appropriation account. 

In common with all other industrial and 
commercial undertakings, we have been faced 
with a considerable increase in salaries, and 
with a correspondingly heavy increase in lia- 
bilities in respect of pensions throughout the 
group. The directors have therefore felt it 
prudent to use these reserves to help to make 
the substantial contribution of £1,254,500 to 
the respective pension funds. 


MODEST INCREASE IN DIVIDEND 


Finally, you will see that the balance of 
last year’s account is increased to £1,947,429 
and this figure is carried to our consolidated 
balance sheet. Despite the above heavy 
transfer to pension funds at the end of this 
year’s trading, the group has increased its 
carry forward to the extent of approximately 
£137,000. 

From these figures you will realise that 
1950 was one of the favourable years for 
insurance generally, although with the inter- 
national situation so clouded it would be rash 
to prophesy a continuation of such pros- 

rity. However, your Court of Directors 
eel that circumstances warrant their recom- 
mending to you a modest increase in the 
final dividend, and I shall ask you shortly to 
approve a final payment of 25 per cent., 
which, with the interim dividend of 15 per 
cent., will make 40 per cent. for the year. 

The consolidated accounts show that the 
total premium income at home and overseas 
of the Royal Exchange group of companies, 
including our life business, amounts to 
£21,000,000, and I think you will agree that 
even in these days of big figures that is a 
very substantial sum. 


TRIBUTE TO MANAGEMENT AND STAFF 


It is in effect the tangible result of the 
good work done by everyone at our head 


office and branches both at home and. over- 
seas. I am sure, therefore, you will wish me 
once again to convey on your behalf, as I do 
most wholeheartedly on behalf of the Court 
of Directors, my ions and thanks 
to our general manager, Mr A. E. an 
and his able assistants, to every member o 
our staff, and to our local directors and 
agents both here and abroad. As can be 
seen from our consolidated figures, our suc- 
cess arises from the combined efforts of the 
“Royal Exchange” and its many associated 
companies, and it is to the directors, manage- 
ment, staffs and agents of these companies 
also that this message of congratulation is 
sent. trust that through this address I 
shall also reach all those who safeguard and 
work for our interests overseas and who have 
contributed in such full measure to the result 
placed before you. 

This concludes my remarks gn the report 
and accounts of the “ Royal Exc e” and 
associated companies for the year 1950. My 
business career goes back over a long time 
and I have lived to see many and drastic 
changes. 

I have learnt that in business, after a series 
of good years and rising profits, there is a 
temptation to take this continuance for 
granted. But we can never afford to relax 
in that respect, and I am confident that 
neither British insurance in general, nor our 
own group in particular, will be found 
wanting. 


“RISKS ROUND THE WORLD ” 


The usefulness of the services given by 
British insurance throughout the world has 
never been more in evidence than now in 
this period of rising prices and increasing 
values. That it is playing its part worthily 
was very clearly indicated by the President 
of the board of Trade when he recently 

ned the exhibition in connection with the 

estival of Britain, entitled “ Risks Round 
the World,” arranged by the British Insur- 
ance Association, which is being held in the 
building of the Royal Exchange. 

I am sure that the exhibition will afford 
the public remarkable insight into the great 
work British insurance is doing overseas 
and that it will be regarded in its true light 
as a monument to free enterprise. 

I do not think it would be possible 
find a better example of the advantage this 
country is reaping from private endeavour 
than the contribution British insurance is 
making towards our national economic 
survival in these difficult times. 

The report and accounts were unanimously 
adopted. 





THE MILFORD DOCKS 
COMPANY 


CHAIRMAN’S STATEMENT 


The annual general meeting of this Com- 
pany was held in London on May 9th. 

The following is an extract from the state- 
ment of the chairman, Sir Felix J; C. Pole. 

At our last annual meeting I said that the 
year under review was one of the worst 
trading years we had experienced. The year 
1950 did not show much change, as indi- 
cated by the fact that the quantity of fish 
landed during the year was 33,906 tons com- 

ed with 41,536 tons in 1949, 49,361 
or the year 1948. In recent months con- 
ditions have improved and I hope will con- 
unue to do so. 

Our wages and working costs have con- 
tinued to increase and we are, once again, 
faced with the problem of the level of rates 
and charges. The nationalised industries 
have continued their “ Rake’s Progress ” and 
the cost of coal, electricity, gas, transport, 
etc., continue to mount upward. The 


voracity of the Coal Board is truly amazing. 
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Coal prices are now about /2 
10s. his 
per ton than in the year 1538 Os hig 
that increase to a production of 200 a 


toms per annum, we have the stagger. 
of £300 million, which is now beans “ 
into the coal industry every 7 


above that of 1938. The docks come . 
mot a large consumer, but the 1) 


industry is, and the docks company Z res 
dent on the successful operations of 
industry. 


The report and accounts were ad 
aa Opt 
a dividend of 2 per cent., less income — 
the ordinary stock was approved. y 





STEWARTS AND LLOyp 
LIMITED 


REPORT BY THE CHAIRMAN 


The following is the report by the chai. 
man, Mr A. G. Stewart, for avene ened 
December 31, 1950: — 


It is with great pleasure that we are sending 
to those who were on the Company’s register, 
on February 14, 1951, complimentary copies 
of the balance-sheets as at December 3], 
1950, and the consolidated profit and |oy 
account for the year 1950. 


All former stockholders will be aware thr 
as from February 15, 1951, the issued stocks 
of the Company were vested in the Iron aad 
Steel Corporation of Great Britain. A lette 
was sent to all stockholders on January 3, 
1951, explaining the position and pointin 
out the action which the stockholders should 
take. This letter also drew attention to th 
payment of a 6 per cent. interim dividend o 
the deferred stock on that date and pointed 
out that further dividends for the year and 
for the 45 days from January Ist to February 
14, 1951, would be paid to stockholders who 
were on the registers at February 14, 195i 


At the annual general meeting on M3 
10th the following § dividends wer 
approved : — 


For the half-year ended December 31, 
1950, at the rate of: 6 per cent. per annum 
on the 6 per cent. cumulative first prefer- 
ence stock, 10 per cent. per annum on tk 
uO ove cent. cumulative second preference 

, 5 per cent. per annum on the 5 pe 
cent. cumulative third preference stock, al 
less income tax at 9s. 6d. in the {. 


For the year ended December 31, 19%, 
at the rate of: 6} per cent. per annum, 
fen with the interim mvieed - : pe 

ént. paid in 1951, a total of 124 per 

t. my eco £8,172,720 deferred 
stock, and at the appropriate rate on 6° 
liaison deferred shares each of which carne 
the rights attaching to £1,000 deferred stock, 
less income tax at 9s. 6d. in the £. 


These dividends will be paid on or abot! 
May 29th, together with the dividend for the 
45 days from January Ist to February |4 
1951 


The allocations to reserves from the 19 
ts are set out in the statement below. 
n addition the specific reserves for stock” 
and “maintenance and development © 
Export Trade” have been transferred Li 
general reserve. A substantial amount ¥® 
withdrawn during the year from the pi 
vision for scence and applied in 
ting down further the older plants 
so writing off recent capital expenditure © 
extent that the directors considered t 
inal cost had been increased du 
new plant whilst ¢xistin 
adjacent plant continued in production. © 
should be mentioned that the net oe 
sheet values of fixed assets in the Uni 
are, after deducting the provising 
Obsolescence, less than income-tax ¥#* 
allowing for initial allowances. 


ge é 
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ounts would not appear to call for 

aver comment. The strong position of 

. Company is apparent. Seid 

nual general meeting 4 P 

Med, Ms F, Le Neve-Foster, Mr J. C. 

biovd and Sir Walter Benton Jones were 
elected directors of the Company, 


During 1950 the Company’s development 
ins made further progress to the extent 
hat general conditions permitted. Expendi- 
me during the year on projects in the 
‘ited Kingdom amounted to approximately 
(3,000,000, making a total of syyerenanely 
[15,000,000 so spent since 1945, 

A high rate of production was maintained 
in all departments, The production of steel 
bes and of Stanton’s spun iron pipes 
showed an improvement over 1949 and were 
consequently record figures. Steel >roduc- 
tion at 1,127,300 tons passed the coithen 400 
mark for the first time, 


Deliveries of steel tubes, also a record, 
smounted to 443,000 tons sold in the home 
trade and 306,000 tons in the export trade. 
Stanton exports remained steady, and it is 
satisfactory to record that the proportion of 
the group’s exports supplied to dollar 
markets continued to increase. Earnings in 
terms of United States and Canadian dollars 
amounted to over £4,000,000, 


In spite of increases in costs, prices of 
steel tubes in the home trade remained stable 
during the year, with the exception of gal- 
yanised tubes, which fluctuated in accordance 
with the price of spelter. 


The work undertaken by the Company’s 
training and education department continues 
to expand and to show good results. The 
examination successes of our young em- 
ployees form an impressive illustration of 
the progress of this work. 


We take pride in the splendid relations 
which exist, and have always existed, 
cur staff and workpeople and between the 
Company and the Trades Unions. 


This joint trust between employees at all 

levels in the Company has played a great 
pirt in bringing our business to the position 
eminence which it now holds in Great 
Britain and throughout the world. 
_ I would like to pay tribute to all who have 
cone so much—not only in the past year— 
but throughout the years, to bring about our 
SUCCESS, 

Financial results for 1950 and 1949, based 
on the consolidated profit and loss state- 


ment: — 
1950 1949 


Consolidated Profit for + 
at ee nnn, $648,662 7,803,994 
U.K. Taxation ... 4,266,841 3,426,150 


Consolidated Net Profit 4,381,821 4,377,844 

Proportion due to Out- 
"de Shareholders. of 
Subsidiaries 


119,382 102,936 





* 4,262,439 4,274,908 
ax Reserves no longer 
teqered i. 


2 


eee 4,762,439 4,274,908 
Deferred and prefer- 


Profit available 

















cnce Dividends—net 718,702 735,979 
bsolescence .. =. 000 1,500,000 
Genera Reserve .,, 1,500,000 1,000,000 
‘oft Unappropriated 1,150,793 688,106 
Compeaste a 4,369,495 3,924,085 
of profits retained in “i 
Subsidiaries eee 392,944. 350,823 
4,762,A39 4,274,908 
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JOHN SUMMERS AND SONS LIMITED 


CENTENARY OF THE BUSINESS 
MR R. F. SUMMERS’S STATEMENT 


The annual general meeting of John 
Summers and Sons Limited was held on 
May 3lst at Shotton, Chester, Mr R. F. 
Summers (chairman of the company) pre- 
siding. 

The following is the chairman’s statement 
circulated with the report and accounts :— 

Before giving an account of our activities 
during the year 1950 I should like to men- 
tion the fact that we are this year celebrating 
the centenary of our business, which was 
founded in 1851 by my grandfather, the late 
John Summers. We are naturally very 
proud of the great progress that has been 
made since the very humble beginnings, 
when clog irons, manufactured in a_ small 
room in Stalybridge, were our only product. 
To mark this centenary we sent out a 
brochure to our employees and customers, 
which contained the following message from 
me : — 


“One hundred years have now passed 
since the firm of John Summers and Sons 
came into being at Stalybridge. During this 
long period the firm’s history has been one 
of steady progress, of happy relationships 
amongst those who work for it, and of honest 
trading and fair dealing with its customers 
—a record indeed of which we may well be 
proud. 


“Tt fell to the lot of my grandfather and 
my father to lay the foundations, and it was 
they—especially my father—who by their 
spinels energy and enterprise brought the 
firm through the first phase of its existence, 
the hand rolling of our sheet products. It 
has fallen to the lot of the younger genera- 
tion to develop and make use of the great 
strides made in modern machinery, to 
install the hot and cold continuous strip mills 
with which you are all so familiar, and to 
plan the fully integrated steel plant which 
is now in course of erection at the Hawarden 
Bridge Steelworks.” 


PRODUCTION 


It is very gratifying to me to be able to 
report that last year we again broke all our 
production records. The combined ingot 
production at Shotton and Shelton amounted 
to no less than 760,000 tons, which is 40,000 
tons higher than the tonnage produced in 
1949, On the hot mill we rolled 564,000 
tons—almost 100,000 tons more than last 
year; 425,000 tons was cold reduced as 
against 350,000 tons in 1949, and deliveries 
of finished products to our customers 
attained the record figure of 564,000—an in- 
crease of 100,000 tons over the 1949 figure. 


Turning now to the accounts—I do not 
think there is very much on which I need 
comment, as they have been drawn up on 
similar lines to last year. The gross profit is 
very much the same as last year, in spite of 
the record production to which I have just 
referred, but 1950 was a year of rising costs 
in almost every direction, with no corres- 
ponding increase in the selling price of our 
products, and I feel in the circumstances 
that it is very satisfactory that our greater 
production and increased efficiency enabled 
us to maintain approximately the same figure 


of gross profit. s 


shop, to a special reserve for deferred taxa- 
tion, in order that the taxation charged in 
the profit and loss account each year would 
be more truly representative of the liability 
applicable to the trading profit that year. 
It will be noticed from the current accounts 
that the amount transferred to this special 
reserve amounts to no less than £600,000 
with the result that the total amount 
charged against gross profit for taxation is 
very similar to the figure for 1949. We are 
satisfied that this is the most practical way 
of dealing with initial allowances, especially 
when they amount to such large sums. The 
announcement by the Chancellor of the 
Exchequer that these initial allowances are 
to be discontinued after April, 1952, will of 
course affect the company’s cash position, 
but it is hoped that by that date approxima- 
tely two-thirds of the cost will have been 
met. 


The full dividend for the year 1950 was 
paid on the preference shares, together with 
the amount due from January 1 to February 
15, 1951, and the maximum dividend 
allowed under the Iron and Steel Act was 
paid on the ordinary stock for the same 
period. 


INCOME AND EXPENDITURE 


Once again there is set out a table show- 
ing the distribution of the Group’s income 
and expenditure, but on this occasion the 
1949 figures have also been given for easier 
comparison. It will be noticed that “ Gross 
proceeds of sales and income from invest- 
ments, etc.” is up by £4,500,000, demon- 
strating very clearly the larger volume of 
trading which I mentioned earlier :— 


1950 1949 
of or 
Gross proceeds of sales B > 
and income from in- 
vestments, etc. .... 24,070,139 100-0 19,533,194 100-0 


Raw materials....... 9,048,611 37-6 5,875,217 30-1 
Wages, salaries, fees, 

pensions, State and 

workmen’s compen- 

sation insurance... 5,542,665 23-0 4,995,239 25-6 
Maintenancematerials, 

spares, miscellaneous 

supplies & expenses 2,477,029 10-3 2,320,901 11-9 

1, fuel of and 

electricity....4.... 5,152,127 131 2,848,761 14-6 
COPEIIRE aS 5 hicks wae 773,513 . 3-2 569,592 2:9 
Taxation, incl. special 

reserve for deferred 


ees 1,556,432 6-5 1,424,151 7-3 
Provision for deprecia- 

CE enccesciepass 581,858 2-4 510,970 2-6 
Transfer to reserves 560,717 2-3 631,175 3-1 
Dividends, net....... 377,188 1:6 377,188 1-9 

24,070,139 100-0 19,533,194 100-0 





DEVELOPMENT SCHEME 


Last year in referring to the development 
scheme I mentioned that expenditure to 
date on the scheme was {1,127,095 ; during 
1950 a further £2,774,706 was expended. 
Whilst very considerable progress has been 
made, the rate at which such schemes as this 
can be carried out today is very much slower 
than before the war, and deliveries of all 
types of machi ipment are svill 
very protracted, e are, however, pressing 
on with the scheme as energeti as we 
ne et ee ae 
into operation at the earliest moment. Every 
effort is being made to keep the cost as low 
as possible, but this is not easy in view of 
the continually rising prices with which we 
are at present faced. 


The report and accounts were unanimously 
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PRESSED STEEL COMPANY, LIMITED 


ANOTHER SUCCESSFUL YEAR 
MARKED PROGRESS OF ACTIVITIES 
MAJOR ALBERT PAM’S SPEECH 


The twenty-fourth annual general meet- 
ing of the Pressed Steel Company, Limited, 
was held on May 30 at Winchester House, 
Old Broad Street, London, E.C., Major 
Albert Pam, O.B.E. (the chairman), pre- 
siding. 

The secretary (Mr F. E. Cairns, C.A.) read 
the notice convening the meeting and the 
report of the auditors. ‘ 

The following is the speech by the chair- 
man which had been circulated with the 
report and accounts: 

‘Ladies and gentlemen,—The directors’ 
report and the accounts for the year ended 
December 31, 1950, are being circulated 
herewith, and I am glad to be able to tell 
you that your company has again had a 
successful year. 


£1,000,000 IN RESERVE 


The accounts which are before you are 
in very simple form and hardly need any 
explanations from me. In the directors’ 
report you will have seen a reference to a 
n®w reserve, which has been created for the 
replacement of plant, machinery and equip- 
ment. This has become neces as, in the 
past, the reserves for de tion and 
obsolescence have been based on the his- 
torical cost of the plant and machinery, 
whereas the replacement values have now 
risen to many times the original cost. Un- 
fortunately the Inland Revenue has not 
made provision for higher allowances out 
of untaxed profits; it is therefore necessary 
to build up reserves out of taxed profits for 
this purpose. You will see in the accounts 
that we now have over £1,000,000 in this 
reserve account. 

The general reserve has been increased by 
£350,000 and provision is made for higher 
income-tax due 1951-52. 

The heading “deferred repairs and con- 
tingencies ” will now disappear from the 
balance sheet, as these repairs have been 
made good. 


INCREASED DISTRIBUTION 


The other items on the liability side are 
higher and for the first time our balance 
sheet reflects the payments of dividends on 
the higher capital brought about by the 
issues of new shares in 1949. The dividend 
recommended on the Ordinary share capital 
is raised to 20 per cent. and the directors 
are pleased to have been able this year to 
recommend an increase in this distribution. 

On the asset side, you will see that free- 
hold buildings are considerably higher, re- 
fiecting the purchase of a new factory, to 
james I ype later, and the item plant, 
machinery equipment is up by over 
pee The other items need no comment 
rom me. 


HIGHER BALANCE OF PROFIT 


In the profit and loss account the balance 
of profit is higher at £1,023,809, after in- 
creasing various provisions; the ec 
from i account is up by about 
£1,000,000, but the taxation item is nearly 
£600,000 higher than last year. The balance 
carried to the balance sheet for 1950 is 
£1,307,752, against £753,199 in 1949. 

Last year I gave you some interesting 
figures about the distribution of your com- 
pany’s profit; for the year now under 
review the allocation is very similar. After 
paying a sum of £5,152,471 in wages, 
salaries, pensions and National Insurance 


Fund contributions, the profit, before taxa- 
tion, amounted to £2,669,349, and was 
absorbed as to: 

61.65 per cent. by taxation, 

30.14 per cent. retained in the business, 

8.21 per cent. by dividends. 

It will be seen from these figures what a 
small percentage was distributed to you as 
dividends. However, you know that it has 
been the policy of your Board to plough back 
as-much of the profit as possible in order to 
build up the strength of your company. This 
policy has proved successful in the past and 
will, I hope, continue to prove so in the 
future, as it has enabled us greatly to 
increase our assets without having to call on 
you to provide fresh capital. In the past 
year, for example, we have bought a large 
and splendidly equipped factory in Theale, 
near Reading, which will be most useful to 
us for the further development of our refrig- 
erator business, and thus leave more room 
at Cowley for extensions of our motor-car 
body business. 


INCREASED PRODUCTION 


The progress made by your company in 
the three fields of its activities has been very 
marked. Thus it is interesting to mention 
that the value in 1950 of our sales of refri- 
gerators and of the production of our Lin- 
wood factory (including railway wagons) was 
greater by {1,000,000 than the total value of 
our motor-car business in 1938, and this in 
spite of the fact that these motor-car body 
sales are still by far the most important part 
of our activities. 

As to Cowley, we sold in 1950 goods manu- 
factured there to a value of nearly six times 
the corresponding value in 1938—that alone 
will show you how busy the plant has been 
and how efficiently it is worked, Although 
I am unable to give you the figure of our 
products exported, it is well known that 75 
per cent. of the motor-car production of the 
country has been exported and well over 50 
per cent. of our domestic refrigerators have 
also been sent abroad, We have therefore 
contributed substantially to the export drive. 


DOMESTIC AND COMMERCIAL REFRIGERATORS 


During 1950 the popular medels of 
domestic refrigerators remained unchanged 
apart from minor re , but a new 
7 cu. ft. refrigerator was brought into the 
range ; this will be known as Model S.772 
and is very moderately priced at £94 plus 
purchase tax. This, as well as our other 
popular models, is on view in our London 
showroom, 169, Regent Street, and at our 
distributors throughout the country. 

Additions to our commercial refrigeration 
products included two new ice cream con- 
servators, a frozen food cabinet, the new milk 
cooler designed to meet the needs of the 
smaller dairy farms, and an engine-driven 
version of the churn immersion milk cooler 
for areas where electricity is not available. 


THE LINWOOD FACTORY 


T am glad to berable to tell you that the 
Linwood factory has been produci 


awood ; ucing very 
satisfactorily and efficiently. The railway 
wagon diversification is not progressing a3 


rapidly as we had hoped, to the 
shortage of stcel.and ether snaterish, but we 
the speed with 
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may even have to conside; 
factory space there in the neat funn 
The shortage of steel and é ; 
materials is naturally affecting the oy, ° 
the various products made by ys; a) 
also affecting, in other Ways, the snotne a 
manufacturers to whom we supply 1. 
and parts, and industry throughow 
country, Unless raw and other materia); 
be made more generally available to indus 
it will be difficult to avoid a further sloy.. 
down which will greatly reduce prody... 
and will affect the whole country “) i 
export trade, ¥, 


VALUATION OF ASSETS 
You will have heard that s 
among them a few of the | 
sidering a revaluation of thei 
order that a shareholder 
present value their buildings, plan: 
machinery. In my opinion, Fs ye s 
yet for us to contemplate undertaking om 
a step. Neither costs nor financial conditiogy 
are yet sufficiently stable ; we do not know 
how far the inflation of currency js going, 
nor the effects of rearmament. It would 
inexpedient to go to the trouble and expen 
of a revaluation while so many fluctuation 
are still taking place—it might be Necessary 
to undertake it again in a year or two's tim 
because conditions had again changed. Vs 
are therefore retaining the historical cost 
our buildings, plant and machinery, jes 
depreciation, while we tell you that thee 
assets, which have been maintained in » 
excellent state of repair, are today worth two 
or three times their book cost and that the: 
replacement cost would be three times » 
more, if we were lucky enough to get delivery 
at all, It would probably take many seus 
before we could replace these assets, by 
fortunately we really only need at present to 
undertake minor building operations and 1 
order individual items of machinery 1 
increase special production from time to 
time. We are moving machines and equip- 
ment from Cowley to our new factory x 
Theale, but we shall also require some exir 
plant, which is on order—this will take some 
time to obtain as the delivery ‘ates are 
uncertain. 


ome COM Danie 
t fixed assets, ig 
3 May know the 


DEPRECIATION OF THE £ 


Last year in my speech I mentioned the 
effects of the depreciation of the purchasing 
value of the £ sterling. This is such a vt! 
matter for the whole nation that I need mk: 
mo excuse for mentioning it again, 3 th 
position has considerably deteriorated in the 

st year. In dealing with the accounts | 
fave told you of the need for a large reser'e 
fund for the replacement of machinery #0! 
equipment at a cost many Limes its origin 
price. However, there is an advantys fx 
your company in this state of affairs, for w: 
are very favourably placed with our factors 
complete with valuable plant and equ” 
ment.. The funds necessary and the tim 
required to duplicate these fixed ass 
would be great—the capital expen 
would have to be so high that the charges 08 
it, which would have to be met by profi 
would cause such a rise in production cos 
make these too high aad = 

*.* co m rison your rc h 
or Caan a great help i 
respect and incidentally of considerable 


oe they aa 
done i t year. It is duc 0 
to show such re wt — 
The accoun ; 
and the dividend as revo 


Mc Heary F. 
and the proceedings 


Rt. Hon. Lord Ashburton 
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CAMMELL LAIRD AND COMPANY 
LIMITED 


ANOTHER SUCCESSFUL YEAR 
INCREASED DIVIDEND 
A VERY BUSY AND PROFITABLE YEAR IN THE SHIPYARD 
SIR ROBERT S. JOHNSON’S REVIEW 


The cgay sive annual oe of 
Cemmell Laird Company Limited, was 
ted on May 25th, at the registered office of 
the company, New Chester Road, Birkenhead, 
Sir Robert S. jonauaty chairman and manag- 
director, residing. 2 
mi The eislen in moving the adoption of 
the report and accounts, said: — ‘ 

Ladies and Gentlemen.—This is the eighty- 
seventh annual meeting of our company, 
tefore dealing with the business of the mect- 
ing, I would like to take the opportunity of 
welcoming our mew director, Mr d. C. 
Mather, who was elected to the board during 
the year. Mr Mather has great experience in 
everything to do with ships, and in addition 
toa number of other activities, he is vice- 
chairman of the firm of Messrs. John Holt 
and Company, Liverpool. Later in the meet- 
ing we will ask you to re-elect him for a 
further term. 

We have had a very busy and profitable 
year in our shipyard, and the results have 
been very much in line with those of last 
yeat, and I would like once again to con- 
gratulate the management, staff and work- 
men on the very fine effort they have made. 
I want to thank them for the success of their 
achievements. 

I will now comment on the accounts of the 
company for the past year, a copy of which 
you will all have received. 


BALANCE SHEET 


Revenue Reserves ——You will notice that 
we propose adding £250,000 to our general 
reserve, bringing the total at the end of the 
year to £1,625,000. 

Current Liabilities and Provisions —Under 

this heading you will see an item “ Instal- 
ments received on account of work-in-pro- 
gress.” These instalments received are in 
excess of cost to the extent of £17,972. 
Fixed Assets.—During the year we spent 
{$4,196 on additions to our properties, but 
‘is Was more than covered by the deprecia- 
hon written off, with the result that the total 
cook value of our properties at the end of 
1950 was actually nearly £11,000 less than 
at the end of the previous year. 

As is customary, all our buildings, 
machinery and plant have been maintained 
in first class condition, the whole of the cost 
being, as usual, charged to revenue, 


CURRENT ASSETS 


Sundry Debtors—show an increase of 
nearly £200,000 and at the same time the 
creditors show a reduction of £100,000. 

Quoted Securities.—During the year we 
have purchased a further £407,800 of Gov- 
‘mment stocks, The other quoted securities 
at £115,967 show an increase of over 
£103,000 which is accounted for by purchase 
of certain industrial preference shares, stocks 
and debentures, 


cian Receivable—show a reduction of 
,000 consequent upon final retirement of 
‘ettain instalments in accordance with our 
agreements, 

cng ms current once exceeds ed 
a ies 4,500,000, which 
indicates the state of our 


ces. This ; 
these difficale ds . very valuable feature in 


PROFIT AND LOSS ACCOUNT 


Turning to the profit and loss account, yo 
will see that our trading profit is £100, 
lower than last year, but when it is pointed 
out that nearly 20 per cent. of our output 
during the year was on the aircraft carrier 
“ Ark Royal,” which still appears in work- 
in-progress, the reduction in trading profit for 
the year is readily understandable. 

Income from Investments—shows an in- 
crease of just over £40,000 on last year, 
making a total of £399,191, being due to an 
increased dividend by the Metropolitan- 
Cammell Carriage and Wagon Company, 
Limited, 

The net balance carried to the appropria- 
tion account is £465,299, an increase of 
£28,323 on the 1949 figure, but I think it is 
pen to point out here that in 1949 we 
reduced the net profit by transferring £60,000 
as provision for depreciation in value of 
trading stocks whereas it is now considered 
that the total reserve for this purpose is suffi- 
ciently adequate to make a further addition 
from this year’s profits unnecessary. When to 
the net profit of £465,299 is added £194,162 
brought forward from 1949, and the interim 
dividend of £58,575 (net) paid in October 
last is deducted, a net balance of £600,88 
is available for disposal, which your boar 
recommend should be dealt with as follows! 


In payment of a final divi- 

dend of 9 per cent., less tax 

at 9s. 6d. in the £ on 

ordinary stock sie ..« £167,738 
Transferred to general reserve £250,000 
Carried forward to 1951 ... £183,148 


£600,886 





BOARD'S DIVIDEND POLICY 


In regard to the proposed increase in divi- 
dend, your board have given long and earnest 
consideration to this matter before finally 
arriving at their recommendation, their chief 
concern being to restrict the dividend to one 
which they might hope to maintain without 
weakening the company’s financial structure, 
and I hope that our final decision is one that 
will meet with the approval of our stock- 
holders. In suggesting this increased distri- 
bution to the stockholders the board have 
not been unmindful of the Government’s 
appeal for restraint in dividend payments, and 
our considered opinion is that, bearing jn 
mind that for many years the company has 
ploughed back into the business more than 
one-half of their profits, the stockholders are 
entitled to some small return on the addi- 
tional resources employed. 


ENGLISH STEEL CORPORATION LIMITED 


You will notice that this year we have 
omitted the accounts of the English Steel 
tion, and I have no doubt the stock- 

ers are aware of the fact that the corpora- 
tion was nationalised on February 15th last, 
and has been taken over by the Iron and Steel 
Corporation of Great Britain. This has been 
a source of great disappointment to us, as the 
corporation was doing extremely well and was 
spending large sums of money on develop- 
ment not only at Sheffield, but at Taylor 
Bros., Manchester, and at the Darlington 
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Forge, Darlington. Great progress was being 
made, and with the help of Vickers and our- 
$elves the business was developing in every 
direction in a very satisfactory way. 

The English Steel Corporation was a very 
important contributor to the dividends we 
have declared in past years, but as a result of 
nationalisation, we shall no longer have this 
contribution, and in place of holding English 
Steel Corporation shares as heretofore, we 
have received payment of compensation 
amounting to £6,827,396 15s. in 3} per cent. 
steel stock, What we are going to do with 
this money is a problem we are at present 
unable to solve. Whether there will be an 
opportunity afforded the old shareholders to 
buy back their holdings in the corporation is 
difficult to foresee. This would be the solu- 
tion we would most earnestly desire. It may 
be a considerable time before any finality is 
reached in this connection, but in the mean- 
time the interest on the money will be used 
to assist in providing dividends which we 
hope will be more or less the same as that 
we ere proposing today. 


METROPOLITAN-CAMMELL CARRIAGE AND 
WAGON COMPANY, LIMITED 


With regard to the Metropolitan-Cammell 
Carriage and Wagon Company, Limited, their 
small steel works at Wednesbury has been 
nationalised, and the company has received 
the sum of 35s. per share in 3} per cent. steel 
stock for the 510,000 shares which belonged 
to them. The money received has been ab- 
sorbed by the company as owners. They very 
much regret this change as the steel works 
of the Patent Shaft and Axletree Company, 
Limited, supplied the company with a large 
portion of its raw material. 

In June, 1950, the Metropolitan-Cammell 

mpany increased its issued share capital 

£1,000,308 to £2,000,000 by a bonus 
issue. We hold half of these shares and the 
Metropolitan-Cammell Company recently 
declared a dividend of 8 per cent., free of tax, 
for the year 1950 on the total increased 
ps cra instead of 10 per cent. on the old 
apital as before. 

A copy of the Metropolitan-Cammell 
Carriage and Wagon Company, Limited, 
balance sheet is attached to the accounts, 

The company has had another very suc- 
cessful year, the deliveries being the highest 
ifi its history, and you will be interested to 
note that exports accounted for nearly 60 per 
cent. of the total, This was in spite of a 
number of export orders being held up by 
lack of shipping space, which has become a 
very serious problem. The company has ob- 
tained a further number of export orders 
against keen Continental competition, and the 
orders have very nearly kept pace with de- 
liveries, so that they will be fully occupied 
for some considerable time, The programme 
planned for this year includes passenger 
coaches for India, Rhodesia, Egypt, Ceylon, 
Australia, Colonial and other overseas rail- 
ways, in addition to light alloy coaches for the 
London Transport Executive and new stan- 
dard steel coaches for British Railways, for 
which undertaking also.a considerable number 
of wagons will be built. 

The company is developing a very im- 
portant business in the manufacture of buses, 
and the output is increasing. They hope that 
this part of their business will become a very 
profitable one. 

Respecting both the English Steel Corpora- 
tion and thé Metropolitan-Cammell Carriage 
and Wagon Company, Limited, I would like 
to place on record, our appreciation of the 
efforts of the managements and staffs of these 
companies. The managing director of the 
English Steel Corporation is Mr F. Pick- 
worth, and in the case of the Metropolitan- 
me car and Wagon Company, 

imited, Sit A. J..Boyd. These two gentle- 
men have taken the greatest Pog to organise 
their respective concerns to the highest degree 


of efficiency. They have very support 
from their young co-directors and from the 


¥ 
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managers and executives under them, I have 
the opportunity of seeing them in action once 
a month only, but I have noticed with the 
greatest pleasure the excellent organisation 
both companies have developed. This is 
undoubtedly the chief reason that such fine 
results are being produced. 


BIRKENHEAD 


At our shipyard at Birkenhead we had 
another extremely busy year. We completed 
and delivered six ships including one of the 
largest tankers ever to be built in the British 
Isles, namely the 28,000 tons “ Volsella” for 
the Anglo-Saxon Petroleum Company 
Limited. Nine ships were launched during 
the year. 


The highlight of 1950 was undoubtedly the 
launching of the aircraft carrier “ Ark Royal ” 
for the British Navy, at which Her Majesty 
the Queen so kindly performed the christen- 
ing ceremony. She remained with us for over 
five hours, and during that time there was not 
a dull moment. en speaking at the 
luncheon Her Majesty expressed herself in 
the most delightful terms, as being deeply 
touched at everything she had seen. 


Our repair department has had another 
very successful year, and it has had the dis- 
tinction of not only converting the former air- 
craft carrier “ Campania” into a travelling 
exhibition ship for the Festival of Britain, 
but has also secured the order for the fitting 
up of the Shaw Savill liner “ Gothic” for the 
forthcoming tour of Their Majesties to 
Australia and New Zealand. 


NEW VESSELS BUILDING OR ON ORDER 


We have at present building or on order, 
new vessels which will keep our yard fully 
occupied for the next three or four years, and 
our anticipations in regard to repair work are 
also very promising. These prospects indicate 
continuous activity for a long period, but the 
outlook is not without its anxieties, as it is 
becoming increasingly difficult to obtain the 
materials with which to construct our ships, 
Steel and non-ferrous metals are particularly 
difficult to obtain in sufficient tities at the 
present time. In view of these inevitable 
difficulties it is particularly unfortunate that 
we should have had to contend with the un- 
ofhcial banning of overtime and night-shifts 
on Merseyside. This has been a great hard- 
ship to a large number of our employees. 


If we, and the country in general, are to 
keep faith with our commitments, and con- 
tribute an all-out effort to the defence pro- 
gramme, it will be absolutely necessary for 
everyone of us to exert the utmost effort and 
give of our best. Our interests are common 
interests and there should be mutual under- 
standing and sympathy. We must not forget 
that our efforts benefit not only ourselves, but 
the community we live amongst and our 
country as a whole. 

The report was adopted. 





ILLUSTRATED 
NEWSPAPERS LIMITED 


MAJOR H. DAVENPORT PRICE’S 
SPEECH 


The twenty-fifth annual general 
of Illustrated Newspapers Limited was 
on May 29th in London. 

Major H. Davenport Price, M.C., i? (the 
chairman), in the course of his s saidt 
The profit on trading of the company and 
its en ‘ee to £590,380, com- 
pa wi . After ng divi- 
dends and ne on securities, bank 
d oa, Fig te prot Je: increased. to 
£5 . The net profit attributable to 
Illustrated ae Limited of £290,842 
compared with 5,841. 


Theve bee been retained in & accounts - 
the subsidi companies e sum 
£133,796, leaving the net profit for the year 
dealt with in the company’s accounts: of 
£157,046. To this has to be added the 
balance brought forward from last year of 
£82,342, making the amount available for 
appropriation £239,388. : 

ing the year we had to contend with 
a dispute in the printing trade, and this has 
had its effect on the year’s results. 

Apart from that la problem, which I 
hope is a thing of the past, we have other 
problems which I am afraid are more lasting. 
Amongst these are the extremely high cost 
of paper and other printing materials, and 
general increases of costs and expenses. I 
am afraid that these will tell their tale in the 
next accounts, 

Our revenue from sales and advertisements 
has been well maintained and our standard 
of production remains as high as ever. 

report was adopted, and a dividend of 
3 per cent. and 1 per cent. bonus was 
approved. 





THE EVER READY 
COMPANY (GREAT 
BRITAIN) LIMITED 


MANUFACTURERS OF DRY BATTERIES 
PORTABLE ELECTRIC LAMPS 
ALLDRY RADIO 


The annual general meeting of The Ever 
Ready cane (Great Britain) Limited was 
held on May 31, 1951, in London. 

are the comments of the chairman, 
Mr E, N. , on the report and 
— for the year ended February 28, 


JUBILEE YEAR—RECORD SALES AND 
NE? PROFIT 


This is the Jubilee Year of the business 
I am therefore more than pleased to be 
able to tell you that the sales and net profit 
before taxation constitute a record in the 
company’s history. 

The result is due to the spread of the 
company’s activities and in particular to the 
rapid development of its export trade through 
its wholly owned subsidiary, The Berec 
Battery Export Company Limited. In conse- 
quence the accounts are now drawn up in the 
form of consolidated accounts and the figures 
shown for last year have been adjusted to 
enable stockholders to make an easy compari- 
son. 


Apart from the main business of the com- 
pany which, as know, is the manufacture 
and supply of | batteries and all forms of 
portable electric light and Alldry Radio, we 
ate interested either directly or through our 
subsidiaries and associated compani¢s in the 
manufacture of chemicals for eries and 
other important industrial uses, carbon rod, 
miniature motors and toys. All these pro- 
ducts are sold on the export market as well 
as on the home market. 


THE “SAUCEPAN SPECIAL” 


Sales of radio receivers using the com- 
pany’s Alldry Radio Batteries have in- 
creased, and a considerable success has been 
achieved by the “Saucepan Special ”—a 
short-wave receiver specially designed for use 
in Central Africa. Sales of miniature electric 
motors and toys a ay ahweeiee which 
were introduced last year have progressed 
satisfactorily, ae 


hee W. lowes 
fy at 
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glad to learn that for al! Practical pure, 
the manufacturing ises of the mann H L 
are now all fr property, —— . 


_ The yalue of trade 
value of which shown 


investments (the boo 
in the balan ~~. 



















194,043) has increased durino these INC 
& the year fr . 
599, to £714,171, due almost enti 
to an increase of £107,945 in the market vals. 
of the quoted investments. ag MR H 
Reserves and carry forward have ; ; 
save INCrease: 
from £1,718,117 to £1,866825. The nM Tye 
of current assets over liabilities and PTOvisions Ledgard 
is lower than last year, due to the special on May | 
expenditure on the purchase of the freehold Pak L 
of our Walthamstow factory, om Ledgard 
Stock at £1,452,583 is only £28,000 hishse Sammi 
last year, mainly-due to the conizo The f 
material supplies, 7 crculate 
The consolidated profit and Jos; account Pie 
shows depreciation the same as last yer, Bory 
namely £30,000, ‘and your directors recom, ee . 
mend the allocation of £108,705 to reserys ato 
shy 


account ; £50,000 of this sum to be added tg 
contingencies (including taxation equalisation) 
teserve, which is expected to be sufficient to 
deal with inequalities in taxation from yex 1) 
year arising out of the effect of initial alloy. 
ances, etc. 


_ On the acquisition of the entire sharehold. 
ing of a company which deals with battery 
and other chemicals a payment of £38,705 
was involved for the goodwill of the busines; 
and, in accordance with the long-established 


expense: 
and dey 
{231,07 
and £12 
again a 
sales af 
work p 
operati 





policy of the company, this sum has been The 
written off, as im the reserve accoun: increase 
This company was acquired so late in te the hij 
financial year that its results are not included accoun' 
in the present consolidated accounts, acreas 
ihe San 

TAXATION AGREED ws? . 

I am happy to be able to report to you thit aditio 
since end of our financial year we hav: ae 
agreed with the Inland Revenue the whole of reaps 
liability for wartime taxation. 7s 

uts. 

Your directors have appointed three join include 
general managers of our business. They have taxatio 
each of them served the company for over by wh 
fourteen years, and I am sure they will assis the ye 
in maintaining for the company the tradition ances 
upon which the success of the business hi Af 
been built up. eal 

During the year a comprehensive n0- arrivin 
contributory pension scheme benefiting the £12,5¢ 
whole of the staff has been introduced. Your taxabl 
directors have frequently placed on record unreal 
their appreciation of the service given by tv the ag 
staff to the company, and they feel sure thit to £37 
stockholders will concur in giving this prc- 
tical agement to those men and women 
who have taken up the company’s service 3 
their career and on whose continuance in ou The 
service depends, to a large degree, the future a the 
of the company. re! 

FUTURE PROSPECTS of a 

In October last the company was compelled in sul 
to increase a number of sellin prices to offset at dat 

tly the rise in the cost of raw matenis. dated 
ei a costs and shortages of raw materi fo the 
are probably the greatest difficulties faim The 
the company in the coming year. Your dirc- assets 
tors are actively pursuing their long-standins = 

icy of securing greater efficiency in many: — 
aS but any further substantial inceax matel 
in basic raw materials or wages must inevit: 
ably cause further increase in selling price. 

I would like again to record the board’ Th 
high valuation of the efficient service $v-" refers 
to the company by both staff and workpeor* mi 

The report and accounts were adopted a Fe 
final dividends of 5 per cent. on addis 
Freieronce stock units of £1 each, makns of th 

0 per cent. for the year, and 20 per cent. © a 
4,041,609 ordinary stock units of 5. & bala 
making 35 per cent. for the yet, ¥ nn 
approved, comi 
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MR HERBERT LEDGARD’S REVIEW 


The third annual general meeting of H. 


Ue 


OVisions Ledgard (Silmyra Fabrics), Limited, was held 
Special on May 3lst at Park Suite, Grosvenor House, 
freeholj Pork Lane, London, W.1, Mr Herbert 


Ledgard, chairman and managing director, 
presiding. 

The following is the chairman’s statement 
«culated with the report and accounts for 
ae year 10 December 31, 1950: 

You will be glad to know that your com- 
sany has again experienced a_ satisfactory 


recon vear's trading and will see from the directors’ 

dae eport that the profits, after charging all 
{ded ‘9 expenses including directors’ remuneration 
ry and depreciation but before taxation, were 
Mal [9 


(231,077, compared with £188,612 in 1949 
and £124,028 in 1948. The higher profits are 
gain attributable to increased output and 
ales and in no small measure to the good 
work put in by the management, staff and 
operatives. , 


38,705 

blishat PROFITS AND TAXATION 

3 been The 1950 profits, before taxation, show an 
ccount, increase of £42,465 on 1949 but unfortunately 
in the the higher taxation charge shown in the 


«counts has absorbed the whole of this 
increase, leaving a net profit of approximately 
the same amount as last year. It was inevit- 
able that over half of the increased profit 
would be swallowed up in taxation but, in 


vy that addition, in view of the recent Budget, we 
+ laine have made provision for the higher rate of 
hole af meome tax payable in 1952 on the whole of 

the group profits. We have also thought it 
oe desirable to add to the taxation charge and 
> foun include in the amount set aside for future 
y have taxation £12,000, the approximate amount 
t over ty which the tax liability on the profits of 
| — ‘n¢ year has been reduced by initial allow- 
: re ances On capital expenditure. 

A further element in the apparently dis- 

peoportionate tax charge is the fact that in 
non- anving at the trading profits a deduction of 
g the 12500, which is not deductible in computing 
a ae ee, has been made to eliminate 
C00 corealised inter-company _ profits, bringi 
vy the the amount set anide ia’ this coomection Up 
- ‘0 £37,500, as shown in the balance-sheet. 
oa BALANCE-SHEET FIGURES 


n our The amount of £85,546 has been written 
uture off the cost of “ Shares in wholly-owned sub- 
‘diary companies,” which, together with an 
adjustment of £5,591 in the tax liabilities of 
> Pre-acquisition period, has had the effect 
ol reducing the item “ Excess of cost of shares 


yelled ‘2 subsidiaries over book value of net assets 
offset n date of acquisition,” shown in the consoli- 
ory ated balance-sheet, to £115,500, a sum equal 
eral ‘0 the balance of the share premium account. 
me The present-day value of the group’s net 
ding ee 1s, in fact, considerably in excess of 

‘tet book value and the fixed assets are 


anu valued for insurance purposes at approxi- 
ay ately £600,000 in excess of their book value. 
es. 

- The building of the new mill to which I 
sole ‘ferred last year has been completed. A 
ol PBeunber of ofthe, Rew plant, including a 
),000 d tic «© as in Pho 


ay ont Present year, The capital expendit 
. 1S > is 
we balance'sheer 1s reflected, in the consolidated 


from £88,475 to : 
conten £173,054 and in 


, 


INCREASED POPULARITY 


The popularity of Silmyra Fabrics is 
greater than ever and, even with our increased 
production, we are still unable to satisfy all 
the home and export demands made on us. 
Nevertheless, I am happy to be able to state 
that our sales so far this year are considerably 
higher than those for the corresponding 
period of 1950 and, although I hesitate to 
predict the future, which will not be without 
its difficulties, I feel that we have a reasonably 
good prospect of again having a satisfactory 
year in 1951, 
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The directors recommend to the share- 
holders that a final dividend of 15 per cent., 
less tax at 9s. 6d. in the £, should be paid on 
the Ordinary share capital making, with the 
interim dividend of 10 per cent. (less tax) 
already paid, a total of 25 per cent. (less tax) 
for the year to December 31, 1950. ‘This is 
the same rate as for 1949 and absorbs about 
a quarter of the net profits of the year avail- 
able for ordinary dividend, leaving the sum 
of £61,456 to be carried forward to next year. 

The report and accounts were adopted. 





UNITED SUA BETONG RUBBER ESTATES 


“ FREEZE” SCHEME EXAMINED 
SUPPLIES TO CHINA 
SIR JOHN HAY ON THE PRICE OF RUBBER 


The forty-second annual general meeting 
of The United Sua Betong Rubber Estates, 
Limited, was held on May 30th in the 
Council Room of the Rubber Growers’ Asso- 
ciation, 19, Fenchurch Street, London, E.C.3. 

The following is the statement circulated 
by the chairman, Sir John Hay: — 

In contrast to the meagre rewards which 
are the more normal lot of the rubber planta- 
tion industry, producers have for nearly a year 
enjoyed an exceptional prosperity which in 
our case is reflected in the accounts now pre- 
sented to you. Before deduction of tax, profits 
amounting to £1,637,726 were disposed of 
as follows :— 


% of profits 
(a) Malayan income tax and } 
export duty ............ { 
United Kingdom in- 7£976,476=60% 
come tax and profits | 


236,250 =14% 


POND isin dandsvcdini 425,000 = 26% 
As is customary, our dividend is expressed 
in terms of a percentage of the nomi 
capital. If, however, it were calculated on the 
real capital employed in the business, the 
gross rate would be less than 17 per cent. and 
the net rate less than 9 per cent. The average 
dividend paid over the last two decades—that 
is, 1930-49 inclusive—was 7.50 per cent. on 
the nominal capital. Calculated on the real 
capital it would probably be less than half 
that—a return so modest as to surely satisfy 
even the most grudging critic, and hardly an 
adequate reward for an enterprise which in- 
volves in the initial stages a wait of some years 
before the first harvest is gathered and in its 
continuing life accepts all the risks insepar- 
able from the conduct of tropical agriculture, 
carried out in a country peculiarly vulnerable 
to attack from within and without. 

From the figures I have quoted it is very 
evident that the main beneficiaries of our 
poeeeeey are the Governments of Malaya 
and the United Kingdom, who receive more 
than four times as much as stockholders, The 
new rate of export duty levied by the Malayan 
Government only operated for a part of the 
year under review and amounted on our cr 
to £143,000. This year it may be as muc 
as £600,000 or more. The sum left for dis- 
tribution to stockholders and for the necessary 
provision for reserves will be correspondingly 
reduced. 


THREATS OF FURTHER IMPOSTS 


One would have imagined that the rate of 
duty combined with the United Kingdom and 
Eastern taxes now levied would be sufficient 
to satisfy the most rapacious of government 
and that there would be some recognition ©: 
the fact that taxation has reached such a level 


that it is no longer profitable to engage fresh 
capital from this country in long-term enter- 
prises in Malaya, But the Malayan Govern- 
ment, apparently indifferent to such con- 
siderations, and with a seeming disregard for 
the future development of their country, have 
recently put forward proposals for adding to 
the rubber industry’s existing burdens. They 
propose to “freeze” part of the proceeds of 
rubber and for that purpose they invite the 
industry to commit itself to a scheme which 
has been tried out in other territories in 
respect of other products and, after examina- 
tion, has quite recently been roundly con- 
demned by two economists appointed by the 
Colonial Office. At the very best, this out- 
moded scheme could only be made applicable 
to a primitive community which has not direct 
access to world markets and which is con- 
tent to sell its product through one single 
agency. In no respects is it applicable to the 
rubber industry as a whole in Malaya and, 
if attempted, will prove administratively 
——— and seriously damaging to an 
industry upon which the economy of Malaya 
rests so heavily. It is fair to say that the 
ae a: is put forward under the guise of 

eing helpful to the industry as a means of 
stabilising its income, but since it is proposed 
that the proceeds should be placed in a fund 
to be applied by Government to a wide 
variety of vaguely specified purposes, with- 
out any guarantee that it will be returned to 
the producers from whom it has been taken, 
it becomes fairly evident that the one certain 
purpose it will achieve will be to reduce 
further the already heavily taxed income of 
the rubber producer. 

The scheme starts from the premise that 
the high price of rubber is a contributing 
cause to inflation in Malaya. That premise, 
of course, in its application to a\ company 
such as this, is unsound, as would be evident 
from an examination of our accounts. Our 
total proceeds from rubber and tea in 1950 
amounted to £2,600,000. Of that, only about 
one-third was spent in Malaya, mainly on 
wages. The rest goes in taxation, dividends 
to stockholders, mostly registered in this 
country, and to reserves which for the time 
being will be held in England or invested 
in gilt-edged securities. No substantial 
reduction of expenditure in Malaya could be 
made except by means of a reduction in 
wages or in the taxes paid to the Malayan 
Government. Which of these two items is 
to be reduced ? Surely not the latter, which 

s always been represented as_ disinfia- 

Are we left to suppose that 


Government wish wages to be reduced and 


are seeking this indirect method of achieving 
—_ which they are afraid to avow 
openly 

In Malaya there are two distinct classes 
of producers—namely, the estates owners 


ee - 
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and the smallholders. Their marketing 
methods are quite dissimilar. They operate 
under quite distinct and contrasting financial 
systems. Treatment for the one cannot be 
suited to the other. This company is typical 
of the former ; it pays heavy taxes to the 
United Kingdom and Malayan Be sn Hp 
it puts money to reserve for replanting an 
equipment, etc., and in good years distributes 
only a modest proportion of its profits, The 
smallholders consist of simple and primitive 
people who pay no taxes, spend their income 
as it is received and make no provision 
against adversity or for the betterment of 
their holdings. They stand in need of in- 
struction, guidance and protection from their 
own happy improvidence. They are the 
special responsibility of the Malayan Gov- 
ernment, a responsibility which has been too 
long neglected and which is not discharged 
by the advancement of ill-contrived pro- 
posals which can be of no benefit to either 
class of producer. There are other and well- 
tried means by which Government can check 
inflation: they are less disruptive, more prac- 
tical, and more equitable in their application 
to the community as a whole. 


RUBBER TO CHINA 


That abnormal shipments of rubber went 
to China from June, 1950, to March, 1951, 
was never a secret and the figures were never 
difficult of exact ascertainment. The delay 
that occurred in checking this undesirable 
trade must be ascribed to a strange lack of 
single-mindedness on the part of the govern- 
ments concerned, Reasons of security would 
have carried conviction and ready co-opera- 
tion. To explain control by reference to the 
need for checking inflation and we. the 
price of rubber, as was done by the Colonial 
Secretary at Singapore, was an unnecessary 
introduction of irrelevant and disputable 
matter. Despite recent drama on the high 
seas involving the “ Nancy Moller” and the 
“ Cossack,” we deceive ourselves if we 
imagine that, in consequence of stopping 
shipments from Malaya and adjacent Co l 
territories, China cannot now get fubber. 
From other countries, processed rubber 
ready for market is exported at a rate of over 
500,000 tons per annum and is available by 
purchase for shipment to any destination, 


PRICE OF RUBBER 


Within the space of a th or two the 
rubber market has undétgone bewildering 
changes in sentiment and price which in their 
violence and rapidity surpass almost all 
former extremes of the many fluctuations 
which feature in the history of our notoriously 
variable commodity. In the early part of this 
year the London price of rubber rose to 
6s. 2d. per Ib. It has since fallen to 3s. 7d, 
And yet in that interval there has been no 
significant change in the statistical outlook 
in so far as it relates to production and con- 
sumption. ‘The London Conference which 
met in February, with its imposing array of 
national representatives, its secrecy, its 
whispers of an acute shortage of rubber and 
the consequent need for international alloca- 
tion, ministered to an excited and expectant 
market. Nevertheless, the sober fact was that 
the rate of rubber production then and in 
prospect was in excess of probable trade re- 
quirements. The excess was of an order 
sufficient to ee trade stocks and to 
add not inconsiderably to the U.S.A. ic 
a Whether reg and demand for 
all purposes were to rought into equili- 
brium depended primarily on the rate at 
which the U.S.A. was content to add to its 
stockpile and to what further extent she 
could increase her production of synthetic 
and so reduce her ence on natural. 
The decision made y in April to impose 
destinational control on all shipments of 
rubber from Malaya and adjacent Colonial 
territories, with its avowed pur of re- 
ducing supplies to China, the later deci- 


sion to stop all shipments to that country, 
with its consequent promise of more for 
others, gave encouragement to the U.S.A., in 
particular, to follow a more cautious buying 
policy, and so a price that went up quickly 
has Fallen more rapidly. In circumstances 
where the trend of prices is influenced not by 
supply and trade but by political 
strategic considerations overlaid by emotion, 
it would be imprudent to hazard an opinion 
regarding future prices, but what I can assert 
with confidence is that recent experiences 
confirm producers in their desire for a stable 
price at a moderately profitable level. 
That unhappily, is a choice that they are 
not given. To consent to a ceiling price in 
times of apparent shortage without any reci- 
procal undertakings in respect of price in 
times of surplus would be a foolish bargain. 
on such rare spells of rity “i 
ustry at present enjoys it would rapidly 
become obsolete through lack of funds for 
replanting and re-equipment. In previous 
addresses I have made the point that the 
price of rubber is not out of line with the 
prices of other commodities. In terms of 
American cotton values, the present price of 
rubber is substantially below the 1939 level. 
In that year we were able to barter 90,000 
tons of rubber for 600,000 bales of cotton. 
The same quantity of rubber today is the 
equivalent of only 370,000 bales of cotton. 


COSTS 


Increased and increasing wages and the 
high rate of export duty are having a pro- 
found effect on costs which in the current 
period are likely to be double those of last 

éar. Owing to competing demands for 

bour, which is in short supply, and to a 
continuance of conditions that make super- 
vision difficult, endeavours to offset higher 
wages by the application of methods aimed 
at higher output per man have had only very 
partial success. 


REPLANTING 


In the postwar period we have replanted 
over 7,000 acres, bringing the area under 
high-yielding stock to over 60 per cent. of 
our total acreage. Your board have decided 
that in present circumstances we should go 
more slowly for a period, allowing our 
managers time for consolidating what has 
already been done. Our programme for 
this year is, therefore, limited to 560 acres 
and will probably be equally modest in the 
following year. 


RE-EQUIPMENT 


Plans for the replacement of the central 
meen? on our main division have been 

ssed and construction has commenced. 

e have been considering for some time the 
rocessing of some part of our crop in the 
orm of latex suitable for shipment in bulk 
to overseas markets, and in conjunction with 
associated companies we have entered into a 
contract for the erection of the necessary 
processing installation. 


CONDITION OF PROPERTIES 


Despite the many difficulties that continue 
to be encountered reports on the condition 
- our rubber and tea properties are satis- 
actory. 


SALES FOR CURRENT YEAR 
_ Including all forward contracts outstand- 
ing at May 21st, out of this year’s crop 
6,458,024 Ib. have been sold at an average 
price of 48.27d. per pound. 


STAFF 

The murder of two members of our staff, 
as recorded in the directors’ report, is a grim 
reminder of the conditions under which our 
staff serve and the dangers which beset them 
in the course of their work. To their endur- 
ing courage we en my tribute. For their 
services we are deeply grateful. 

The report and accounts were adopted. 
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SCHWEPPES LIMiTED 
A YEAR OF PROGRESS 


The 54th annual general mee; 
Schweppes Limited was held on Mar 31s 
in London, the Hon. R. Hanning Philip, 
M.B.E. (the chairman), presiding 

The following are extracts from 


ment by the chairman circulated 
repers and accounts :— 


Your company has reason to look at the 
progress made last year with solid satisfac. 
tion, The developments undertaken jn she 
principal aspects of management, name, 
production, sales and personnel, have com, 
bined together to strengthen the efficiens 
of the company and to place its earning 
power upon a more stable basis than it hy 
generally been considered possible to expect 
in our industry. 

This success has only been possible x 
result of a sales policy directly aimed 
levelling up deman over the various season; 

the year. A consistent and resolute effor 
has been made by the sales forces of both 
Schweppes and Kia-Ora to increase th: 
demand in what have hitherto been regarded 
as slack or off-peak periods. 


So successful have the results been the 
in a year so cold and wet that the volune 
of business done by the industry as a whol: 
has declined as against the previous yeux, 
the sterling sales for all our company’s pr- 
ducts have gone up by 25.12 per cent, 
although prices remained the same. Mor- 
over, the whole of that increase has been pur 
on in the off-peak periods. 


Our modernisation programme at hom: 
has included the purchase of suitable pre- 
mises at Fareham intended eventually » 
replace the present Southampton factory 
We are also in process of building 2 moder 
factory at Fazakerley on the outskirts of 
Liverpool. This factory will, with its is- 
creased productive capacity, be a valuzbie 
aid to the development of our export trate, 
particularly to the do!lar countries. 


the ate. 
With the 


OVERSEAS BRANCHES 

With the exception of France, wher 
trading conditions have remained diffcull, 
our overseas branches have had another goo! 
year, 

In November I made a short visit to Aus- 
tralia, and was much impressed by the pro- 
gress of our organisation and the improved 
productive facilities of our Sydney and Me- 
bourne factories. 

Looking at our business as a whole, the 
financial position is one of great strengi. 
However, in common with all British indu- 
try in an inflationary period, the amouat 0 
capital ired in the business is continuasy 
rising, vim is common prudence to provide 
for this situation by retaining a substantl! 

t of the year’s profits to meet the cost of 
uture development. In the difficult ums 
through which our country is passing, it hs 
been our practice as leaders in our indusity 
to conform in the matter of dividends to the 
spirit of the national needs as indicated bY 


the Chance'!lor. i 
The distribution to our 
enone ts the modest reward, 
after tax is , of 2.34 pet cent. 
the real capital they have provided for 
a : rd the f I can only say thst 
regards uture, I c: ; 
so. far = trading has remained sa actory; 
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GALLAHER, LIMITED 
(Incorporated in Northern Ireland) 
Tobacco, Cigarette and Snuff Manufacturers) 


CREASED PROFITS DESPITE 
NORE VERSE FACTORS 


NG DEMAND. FOR COMPANY'S 
STRONG BRANDS 


CAPITAL INCREASED 


SIR EDWARD DE STEIN’S 
STATEMENT 


The fifty-fifth annual ordinary general 
meeting of Gallaher, Limited, was held on 
May 3ist at Winchester House, Old Broad 
street, London, E.C., Sir Edward De Stein 
chairman of the company) presiding. 

"The following is the statement by the 
chairman, which had been circulated with 
the report and accounts for the year ended 
December 31, 1950, amd was taken as 
ead: — 

The year 1950 has not been an easy one 
as, among other adverse factors, we have had 
to deal with rising costs including the effects 
of devaluation, which, however, will not be 
fully reflected in our accounts until the year 
1951. Having regard to the circumstances 
existing throughout the year 1950 I think it 
is satisfactory to be able to report in our 
consolidated profit and loss account an in- 
crease of £300,000 in profit for the year 
before providing for taxation. ‘This figure 
is arrived at after charging depreciation on 
buildings, plant and ma » etc., of 
£210,000 compared with £180, in the 
year 1949. The corres ing figure in the 
year 1948 was £129,000, so that in the two 
years we have borne am increase under this 
heading of £81,000—-more than 60 per cent. 
of the 1948 figure. This is a measure of the 
thorough reconstruction and reorganisation 
of buildings and modernisation of plant 
which I reported last year as being then 
pracically completed. Until the present 
restrictions are removed, which would enable 
us © increase our purchases of suitable types 
of cigarette tobaccos, we will be unable to 
reap the full benefits of this expenditure. 


PROVISION FOR TAXATION 


Regarding the provision for taxation, you 
will see that the amount set aside for income 
‘a in the consolidated profit and loss 
account is less at £517,000 than the corres- 
ponding figure in the profit and loss account 
of Gallaher, Limited, only, which amounts to 
£530,000, although the consolidated profit 
exceeds the profit of Gallaher, Limited. The 
explanation of this is that in 1949 the income 
ax profits of one of our subsidiaries were 
hot sufficient to absorb fully the deferred 
repaits and the initial allowances on plant 
and buildings ; the surplus allowances were 
cared forward and set off against the 1950 
Profit, so reducing the provi i 


Oe reser ee ee the Siedit. of 


7 000. 
urning to the ae 
the only figure which calls for com- 
Ment is stock in trade, which in 1 amounts 


increase in uantity. to the 
higher prices we eve iad ib nae dee suitable 


'ypes of tobaccos lochoding tobaccos. 

Hen increase in value of stocks has been 

ronovings” and the Beboee ori’ by 
s 4 * 

profits sve hg in the business geovided by 


FINANCIAL ARRANGEMENTS 


Since the date of the balance sheet we 
have reduced our short-term borrowings by 
iss 160,000 ordinary shares at £5 each 
and {2,000,000 Four per Cent. Unsecured 
Loan stock 1960-65 at £99 per cent. We 
have at the same time converted the 
£2,000,000 Three and a-Half per Cent. Ten- 
Year Registered Notes 1953-57 shown in the 
balance sheet at December 31, 1950, into a 
corresponding amount of Four per Cent. 
Unsecured Loan stock 1960-65, In this way 
we have introduced into the business 
approximately £2,700,000 of new money 
after allowing for the expenses of the issues, 
and we have also deferred the latest redemp- 
tion date of £2,000,000 of our Loan capital 
from 1957 to 1965. As a result of receiving 
this new money we shall be able to reduce 
our liability on acceptance credits and we 
shall also be in a better position to borrow 
from our bankers on a short-term basis to 
finance the purchase of additional leaf 
tobacco if the opportunity of doing so should 
arise. The company has now issued all of 
its authorised share capital and we will at the 
extraordinary general meeting to be held at 
the conclusion of the annual general meeting 
be asking you to pass a resolution increasing 
the authorised ordinary share capital from 
£2,250,000 to £3,500,000. It is not, how- 
ever, intended that any of these new shares 
should be issued in the immediate future. 

A particularly satisfactory feature of the 
company’s operations during the year under 
review is an increase in our sales of roll and 
bar tobacco. All the company’s brands of 
cigarettes continue to be in strong demand, in 
particular “ Senior Service.” At present we 
are unable to meet this demand because the 
restrictions now in force make it impossible 
for us to buy cigarette tobaccos in sufficient 
quantity—especially from dollar sources, 


PROGRESS OF ENGINEERING BUSINESS 


Our engineering business has shown satis- 
factory progress, has a full order book, and 
is making good profits. In previous years the 
profits which it earned were retained by the 
subsidiary, but we have in the year 1950 
received our first dividend on the ordinary 
shares. 

Notwithstanding the benefits we have 
received from economies which have been 
introduced, we are faced with still 
and substantial rises in the cost of manufac- 
ture. Moreover, as I have indicated, the full 
effects of devaluation have not yet been felt 
as the stocks of tobacco bought before de- 
valuation only became exhausted during the 
latter half of 1950. In addition the crop out- 
look in Rhodesia for the current season 18 
very poor, so we shall have plenty of 
problems to face during the year 1951. 
Finally, we shall have the effect of the in- 
creased rate of profits tax on distributed 
profits which does not affect the accounts 
under review. Your directors, however, will 
continue to do the best ow oe Te - 
limits imposed upon m the str 
allocation of the most important growths of 
cigarette tobacco and the enormous propor- 
tion which duty bears to the sale price of 
our products. : 


ALTERATION OF BORROWING POWERS 


I have already referred to one item of 
special business to be dealt with at the extra- 
otdinary general meeting—namely, increasing 
the authorised ordinary share capital. We 
shall also then be asking you to authorise 
alterations in the provisions of the articles of 
association of the company relating to the 
borrowing powers of the directors, and to the 
appointment of proxies. An explanatory note 
on the resolutions was Circt 
with the annual accounts. The alteration of 
the borrowing powers of the directors is 
designed to bring them into line with the 
arrangements made with the loan stock- 
holders. The actual difference in amount is 
at present negligible. The new definition is, 
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however, more flexible as, on the one hand, 
it is based on a figure which includes profits 
ploughed back into the business and, on the 
other, acceptance credits are to be included 
as borrowings. The purpose of the resolu- 
tion regarding proxies is to give members 
the right to appoint as proxies persons who 
are not members of the company. If the com- 
pany were registered in Great Britain, this 
right would have been automatically extended 
to members by the Companies Act, 1948. 


THE DIRECTORATE 


During the year the Hon. J. M. W. North 
resigned from the board, much to the regret 
of his colleagues. He was appointed a director 
for special work in re-equipping and re- 
organising the company’s factories as a result 
of the war. This special work was very well 
carried out and is now completed, and I am 
pleased to say that we still have the benefit 
of Mr North’s services as a director of our 
engineering subsidiary. 

In due course we shall be proposing the 
re-election of Mr Arthur Robinson, Mr A. V. 
Maunder and Mr E. J. Foord—the directors 
who retire under the articles of association. 
Mr Robinson has attained the age of 70, but 
as the company is registered in Northern 
Ireland the conditions of the 1948 Com- 
panies Act do not apply. Mr Robinson, 
who was so largely responsible for the 
creation of the well-known brand, “ Senior 
Service,” which the company acquired in 
1936, has performed and continues to per- 
form duties of incalculable value to the 
company. All his colleagues are thankful 
and gratified that he has agreed to offer 
himself for re-election. Mr Maunder, our 
leaf expert, is, of course, well known to you 
all Mr Foord was appointed a director 
since the last annual general meeting. He 
has 16 years’ service with the company, and 
has held a number of appointments which 
have given him a wide experience of al! 
branches of the business. 


CONTROLS REMOVE COMPETITIVE SPIRIT 


One of the great difficulties and dangers 
which result from the present period of con- 
trols and restrictions is that the competitive 
spirit and a great deal of the zest of business 
has been removed, For this reason we par- 
ticularly appreciate and value the keen and 
efficient co-operation of our management, 
staff and employees. We hope that one day 
it may be possible to restore to industry a 
greater measure of freedom, to individuals 
a greater opportunity to benefit from their 
own efforts, and to the public the oppor- 
tunity of buying the eee they desire. 

The report and accounts were adopted. 

At a subsequent extraordinary general 
meeting of the company resolutions were 
passed for the increase of the authorised 
capital of the company and for the altera- 
tion of the provisions of the articles of asso- 
ciation relating to the borrowing powers of 
the directors and to the appointment of 
proxies. 


“HARTLEY FABRICS 
LIMITED 
INCREASED TURNOVER 
The fifth annual B govig re has Hart- 





ley Fabrics, Limited, was held on 25th, 
at Preston. 

Mr. Edwin Leach Hartley, the chairman, 
presided. 


The following is an extract from his state- 
ment, which was circulated with the report 
and accounts :— 

The trading profit of the group was 
£234,605 against £191,888 last year. After 
deduction of reciation, management 
salaries, and commissions, and directors’ and 
registrars’ fees, there is left £210,589, com- 
pared with £171,270 last year. Income-tax 
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and profits tax amounting to £11,355 
(£86,716 last year) must then be deducted, 
leaving £99,234 for disposal, as compared 
with £84,554 last year. 

During the year a bonus issue was made 
to shareholders of one ordinary share for 
every seven ordinary shares held, thus 
increasing the capital of the company by 
£25,000. The directors recommend a final 
dividend of 10 per cent. on the ordinary 
shares, making 15 per cent. for the year. 
The total turnover of the group has increased 
by 17 per cent. over last year’s figure. 

The policy of modernisation is continuing 
in the producing companies. Machinery is 
on order which will increase the blowroom 
capacity by 50 per cent., and the necessary 
building extension to house it is in course 
of erection. The weavirlg section at Darwen 
is also being extended and we anticipate a 
substantial increase in our production both 
of yarn and cloth during the ing years. 
We have a very good order book unless 
unforeseen circumstances arise another suc- 
cessful year may be confidently anticipated. 

The report was adopted. 


UNITED CANNERS 


THE GOVERNMENT AND THE 
CANNING INDUSTRY 


MR J. B. DRING’S SPEECH 


The nineteenth annual general meeting of 
United Canners, Limited, was held on 
May 24 at Boston. 

In the course of his remarks the chairman, 
Mr J. B. Dring, said: 

It is proposed that there should be a final 
dividend of 20 per cent., less income tax at 
9s. 6d. in the £, which, together with the 
interim dividend of 10 per cent., which has 


been paid, makes a tota! of 30 per cent. for 
the year. 


In the combined accounts there was a net 
profit before taxation of £213,106, which, 
together with the balance ht forward 
from last year, made a total of £252,941. 
After reserve for taxation, directors’ fees and 
dividend, and a transfer to general reserve 
of £30,000, there is a balance to be carried 
forward of £70,071. 


We have for a period of three years, 
restricted our dividend to 25 per cent., but 
now that it has been indicated that some 
slight increase might be justified, it is pro- 
posed to pay a dividend of 30 per cent. 


COMPANY’S ASSETS 


It may be of interest to compare the posi- 
tion of your company to-day with its position 
the first year in which we paid a dividend of 
25 per cent. That was for the year ended 
December 31, 1947. That year we had a 
disposable balance of £57,835. i 
our disposable balance is £105,194. 
year we placed i to reserve, making 
a total reserve of £30000. This year we 
are placing £30,000 to reserve, making a 
total of £180,000. That year we carried 
forward, in our combined accounts, £11,517. 
This year we carry forward £70,000. 

In the combined balance sheet current 
assets are £719,507, against current liabilities 
£485,425, a surplus of £234,000. 

In reference to the fixed assets, which in- 
clude a fruit-growing farm now worth very 
much more than we paid for it, it may be 

at 


in excess of three-quarters of a 
pounds. In regard to ill, if we take 
the actual cost of our goodwill, based on the 


amount we have spent in .advertising, in 
which we have made “ Benedict” peas a 
household word, then the surplus of assets 
over liabilities wculd be we!l over a million 
pounds. 


One might point out that the amount spent 
on advertising forms an invisible reserve 
which will be of great value when cans are 
freely available and there is again free 
competition, 


GOVERNMENT POLICY 


At present the canning industry is handi- 
capped by an insufficient supply of cans, and 
this being a common experience in the trade 
there is consequently an artificially created 
shortage of canned English fruits and 
vegetables. 

Ever since the war, the Government has 
been opposed to the full development of the 
British canning industry. One would expect 
that in view of the extreme shortage of canned 
fruits, encouragement would be given to the 

roduction of a maximum pack cf canned 

glish fruits, but so far from that being the 
case, there is no prospect at the present time 
of there being an adequate supply of cans this 
summer, even for a small pack of canned 
English fruits. 


Further, in view of the small ration of meat 
one would think that every facility would be 
given for the production of other foods which 
add protein to the diet. On the contrary, 
there is a further cut in the supply of cans for 

peas and beans in tomato sauce, 

of which are not only extremely popular 

packs with the British public, but by their 

high protein content form a most valuable 
supplement to the meat ration. 


So far as we are concerned, this has re- 
sulted in suspending operations in three of 
our canneries, one of them in a distressed 
area, but it is not a matter which affects us 
This policy of austerity is a burden 
imposed on those who can only afford to buy 
the food products which the canning industry 
can offer. It is not a consistent policy, as there 
are open general licences for the import of 
expensive out-cf-season fresh fruits and 
vegetables and for the import of frozen fruits 
and vegetables, for the benefit of those who 
can afford to pay the high prices asked for 


MISPLACED EXPORTS 


In the first three months of this year 
6,700 tons cf tinplate were sent to Europe, 
sufficient for 734 million 1-lb. cans. 

This policy is described as the liberalisation 
of trade. The effect of it is that Europe does 
not have to spend dollars in importing 
American tinplate and sends us little in 
exchange for our tinplate, but expensive 
luxuries. Such small supplies of canned meats 
as we receive from Europe are at prices which 
can only appeal to the higher income group. 

No doubt tinplate must be exported, but I 
respectfully suggest that the position requires 
re-examination. 


it receives from 
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te, tinplate sent 
should be 


to South 
Africa, whose supplies of British 
cnanen ieee eae ~ ee 
have to be sent out of the sterling area to 
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RANSOMES, SIMS 
JEFFERIES, LIMITED. 


IMPROVED RESULTS 


The sixty-seventh annual ordin BF 
meeting of Ransomes, Sims ead — 


leet fferi 
Limi was held on May 30th a: ‘ ; 
Mr J. A. W. Pawlyn (the chisirmans 
siding. ee 

The following are extracts from the chair. 
man 


s circulated comments on ¢ 
accounts for 1950: "= 


I would like to give you some indicat 
of the progress the company has achiere 
since the close of 1939-45 ‘hostilities, In 
1945, allowing for difference in price levels, 
pa ueenie 

was not appreciab! 
than pre-war, but every year since a 
am increase, and now in terms of volum 
1950 despatches are more than double pre- 


For over a hundred and fifty years Ran. 
somes has existed to serve the interests 
home agriculture, and during 1939-45 hostii. 
ties this function was of such prime impor- 
ance that although a large volume of wi 
work was handled, this did not prevent the 
Progressive increase in production of agri- 
cultural implements and machinery for the 
British farmer. 


Our export trade is now three and a-half 
times as great as 1937-38, and perhaps what 
is even more gratifying, twice as great » 
in 1948. 

The trading results of the parent company 
and its subsidiaries for 1950 show a con- 
siderable improvement over the 1949 figures 
The net trading balance of Ransomes, Sims 
and Jefferies, Limited, and its subsidiaries 
amounts to £497,970 and the net available 
profit to £159,675. Your directors recom- 
mend a dividend on the company’s ordinzry 
stock at the same rate as last year (namely, 
74 per cent., less income tax). 


NEW CAPITAL ISSUE 


The chairman, addressing the meeting, 
said: You will see in my comment on the 
report and accounts which appeared with 
them when they were distributed that there 


. 


is reference to the proposed construction of 


a new t works at Nacton 
and to the need for more working capital to 
finance the replacement of plant and to mett 
the rise in the price of raw materials and a 
other costs It is proposed to raise some d 
the capital required to meet these expenss 
by ‘teeing comme of the new ordiost) oe 
£1 each which you are to be asked © 
create today. 
The consent of the Treasury 10 1 
of 250,000 ordinary shares © 
been obtained, and provided the resolutin 
to increase the authorised capital is passed 
ordinary stockholders will shortly receive 
letters of rights entitling them to subscribe 
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DAVIS AND TiMMINS 
IMPROVED RESULTS 


nual general meeting of Davis and 
oe Lanai was held on May 29th 
in London, Mr F. Le Neve Foster (chairman 
and jot managing director) presiding. 

Ia the course of his speech the chairman 
gd: 

The results show a marked improvement 
er the figures for the previous year. The 
group gross trading profit is £153,944, as 
egainst. £110,346 last year, while the net 
profit, after making pr : for deprecia- 
gon, taxation directors’ emoluments, 
amounts to the sum of £63,540, comparing 
with £45,047 for last year. I am sure you 
wil agree that this is a satisfactory achieve- 
ment, The results can be ascribed to in- 
ceased production and to a marked improve- 
ment of efficiency. 

Our total turnover for the year has 
increased by over 40 cent. in value, com- 
pared with 1949. ¢ weight of metal cut 
up and the output per man hour constitute 
records for the company since the war. 


The directors recommend a final dividend 
of 15 per cemt., making with the interim 
dwvidend of 10 per cent. already paid on the 
snaller capital, a total distribution equivalent 
to 20 per cent. for the year on the present 
issued ordinary share capital, as increased by 
the recent one for one share bonus. This 
is the same total dividend as for the previous 
year. 

The appropriation for the dividends and 
ciher items leaves a sum of £122,196 to be 
carried forward to next year—an increase over 
last year of £22,140. 


METAL SUPPLIES 


At our last meeting, I told you that we 
were receiving all the raw material supplies 
of metal we required, with quick delivery 
dates, Under the impact of the rearmament 
programme on world economy this favourable 
situation has been completely changed and 
m the latter part of the year the industry 
was confronted, without warning, with the 
possibility of serious shortages in raw material 
supplies and in particular of brass. In the 
meantime, the price of brass rod has con- 
unued to rise during the year, reaching, in 

ember, a price nearly double that which 
tuled in the previous January. 

Active steps have been taken within our 
organisation to ensure that Our machines and 
the limited supplies of metal at our disposal 
ae used in the best and most economical 
way. I am glad to be able to inform you that 
during the first five months of the current 
ae production has not been seriously cur- 


The year 1950 has been one of great inter- 
fational tension with its inevitable repercus- 
tons on trade and industry. A rearmament 
programme has once more become a dominant 
factor in our national economy; as well as, 
a in the economy of the whole western 


With the resulting restrictions, rising pri 
ions, ices 
“ shor there is a tendency for indies 

Manutacturers to place orders in ex 
current requirements. These conditions 
{ ve led to a substantially increased demand 
‘r our products to an extent which has led 
%s fo introduce some degree of limitation on 
ite this, we 
which 


_ froviding the ine i ; 
dem, al phinnets ae aoe by Sco 
next Year to place bel acute, T should auld be al 


The report was adopted. 


E.N.V. ENGINEERING 
COMPANY 


IMPROVED RESULTS 


The annual general meeting of the E.N.V. 
Engineering Company Limited was held on 
May 25th in London. 


Mr C. G. Twallin, C.B.E. (the chairman), 
in the course of his speech, said: The figures 
show an improvement on those submitted at 
this time last year. he turnover for the 
year is in excess of that for the previous 
year, in spite of the handicap occasioned 
by short supplies both of materials and com- 
ponent parts.. We have endeavoured to keep 
prices down on a rising market compatible 
with maintenance of quality, advancing only 
in relation to increased costs. 


We have a full order book and in order to 
deal with the pressure of work it was essential 
to increase the factory accommodation. We 
obtained permission for, and are erecting, an 
additional shop on our own land at Willes- 
den, but this was not adequate to deal with 
our immediate and pressing needs. We 
therefore had to seek elsewhere and were 
fortunate in locating a building on the 
Aycliffe Trading Estate, which was equipped 
with all the essential services. A number of 
machines are already installed and working 
and the production of component parts is 
proceeding satisfactorily. 


EXPORT SALES 


We continue to produce a considerable 
amount of work for the export market, both 
by way of direct sales and also by way of 
component parts supplied to automobile 
manufacturers. In addition to this, we are 
contributing our share for the national 
defence programme. 


We are happy to report good progress and 
continued increased demand for the Eaton 
two-speed axle which we produce in con- 
junction with the Rubery Owen Organisa- 
tion and market through an _ associated 
company, Eaton Axles Limited. We are 
confident of the success of this venture and 
our plans to increase ion are well 
advanced. The output of two-speed differ- 
ential units is, however, handicapped to some 
extent by the very considerable delays and 
difficulties in obtaining regular and increas- 
ing supplies of raw materials. 


The net profit is £80,764. The amount 
brought forward is £55,955, making a total 
of £136,719. We propose to pay a final 
dividend of 20 per cent., less tax. This will 
bring the amount of dividend for the year 
up to 274 per cent.; comparing this with 
last year, a total distribution, including bonus, 
was made of 26} per cent., less income tax ; 
this will leave a carry forward of £60,157, 
against £55,955 last year. 


I regret very much that the government 
has not seen its way to continue the allow- 
ancé for initial depreciation at the figure 
which has prevailed. for several years. The 
high cost of replacing equinment is indeed 
a very severe icap to industry in general. 

At the extraordinary general meeting pro- 
posals will be laid before you to capitalise 
uy from reserves in the form of 200,000 

shares fully paid, brings the total issued 
capital up to £300,000. ese will be issued 
to the shareholders on the register today on 
the basis of one fully paid share for each 
five shares held. 


The report and accounts were adopted. 
At a subsequent extraordinary general 
meeting resolutions were passed approving 
the amendment to the Company’s Articles 
fing di loan and. authorising 
the issue of bonus shares. 
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CENTRAL MINING AND 
INVESTMENT 


DEPLORABLE TREND OF U.K. 
TAXATION 


The forty-sixth annual general meeting of 
The Central Mining and Investment - 
poration Limited was held on May 29th in 
London. . Sir Clive Baillieu, K.B.E., C.M.G. 
(the-chairman), presiding. 

The following is an extract from his state- 
ment: 

Within our own group the results for 1950 
have, as you know, been satisfactory. I should 
like again to draw your attention to the in- 
fluences of the six great companies on the 
Central Rand all under our administration, 
which produce 23 per cent. of the total 
tonnage of the industry. These companies 
are not only contributing largely to present 
gold production but they are also affording 
valuable experience of deep level mining. The 
maximum depth of mining at the end of 
March last was 9,250 feet below surface et 
Crown Mines, 8,900 feet at City Deep, 8,400 
feet at E.R.P.M., 8,000 feet at Consolidated 
Main Reef, and 7,900 feet at Durban Deep. 
These five mines, together with Rose Deep, 
paid out £4,230,000 in dividends last year, 
and it may reasonably be estimated that there 
remains to be recovered from them a -total 
of some 250 million tons of ore for a yield of 
45 million ounces of gold. 

The operations of the group mines as a 
whole were sustantially influenced by the 
results at the Blyvooruitzicht mine and, 
indeed, the increasing influence of the mines 
of the West Wits line on the results of the 
whole industry was again apparent in that 
the three producing mines in this area— 
namely, Blyvooruitzicht, Venterspost and 
Libanon—accounted for nearly 17 per cent. 
of the total working profit of the 43 major 
gold mines of the Transvaal. 

In the Orange Free States operations on 
our Harmony mine are progressing satis- 
factorily. 

Our principal interest in oil is our invest- 
ment in Trinidad Leaseholds Limited, which 
made satisfactory progress for the year ended 
June 30, 1950. 

I am glad to say, with regard to the dis- 
evge a business a the a Dee 
that Regent Company, Limited, is 
more than holding its own. 


UNITED KINGDOM TAXATION 


In common with, I imagine, all other 
British companies with overseas interests, we 
deplore the trend of United Kingdom taxa- 
tion legislation as evinced by the Finance 
Bill recently laid before the House of 
Commons by the Chancellor of the Ex- 
chequer. The necessity for continued re- 
straint in the pa t of dividends which 
has been so widely observed as a voluntary 
measure is made the pretext for a substantial 
increase in the rate of profits tax on all dis- 
tributed profits, not merely on such oe 
of them as represents an increase in dis- 
tribution. 

The Finance Bill also makes provision to 
prevent British companies transferring their 
“residence” to places abroad or to raise 
ores for overseas eee without 

reasury permission. Su way 
to deal with this problem, if srelhans there 
be, is to create the conditions which will 
remove the desire of some companies to 
a their residence. Even if we were 

ected by this legislation we could never 
approve it since it must clearly drive from 
this country potential enterprises to which, in 
conditions, we might have given 
domicile, 

The provisions are repugnant to those 
British traditions upon which our position as 
a world anes of trade and has 


i 


The report and accounts were adopted. 


¥ 
= 











1352 


THE ALEXANDRIA WATER COMPANY, LIMITED 
PAYMENT OF DIVIDEND 


NOTICE IS HEREBY GIVEN that a Dividend of Fifteen Shillings . 
ed £5 Share on ee No. 124 will be paid without deduction of 
ritish Income Tax, but less Egypti Government and Alexandria 


Municipal Taxes amounting to 2s. 4.29d., making 12s. 7.714, net, 
on and after May 31, 19d1, at the National Bank of t in 
Alexandria at Rue Toussoun, or in London at 6, King liam 


Street, E.C.4, : or 
Net profits for the year ended December 31, 1950, £168,000 (last 
year £151,200). 
Dated, Alexandria, Egypt, May 24, 1951, 
By Order of the Board, 
ROBERT WALTON, 
Managing Director. 
MINISTRY OF LABOUR AND NATIONAL SERVICE 
Applications are invited for appointment as Personnel Management 
Adviser (Male) in Scotiand. didates must have had extensive 
experience as Personnel Officers (whole time) in. industrial under- 
takings, They should be able to advise firms on matters of 
po policy, on the organisation of personnel departments and 
he technique of personnel mana nt. In icular, knowledge 
of modern employment and training methods, joint consultative 
procedure and industria! welfare is essential, A degree in sociology, 
economics or some cognate subject, or a social science diploma is 
desirable, Salary range :-—£855 x £25—£1.024. - Starting salary accord- 
ing to qualifications and experience, This post does not carry any 


pension claim.. 
Written applications, giving date of birth, full particulars of educa- 
tion, qualifications and experience (including a chronological list of 
ts held), together with present salary, should. be dressed to 
-R.352, London Appointments Office, Minist of Labour and 
National Service, 1-6, Tavistock Square, Lon n, W.C.il, to be 
received not later than seven days after appearance of advertisement. 
ta no circumstances should nal testimonials. be forwarded. Only 


candidates selected for interview will be advised. 


_ {UNIVERSITY OF BIRMINGHAM 
DEPARTMENT OF PHILOSOPHY 


Applications are invited for the post of Assistant Lecturer (Grade 
Ill) in Philosophy, vacant from October ist. Salary within the 
range £400—£500 pei annum, Knowledge of a natural science or of 
prrchology would be a recommendation, but is not in ispensable. 
The post is equally n tc men and women. ; 

Applications (6 copies), with mames of not more than three referees, 
should be sent to the undersigned not later than June 11, 1951, from 
whom further particulars may be obtained, If applicants so desire, 


testimonials may be sent, G. kL isa 
The Uni ersity, Birmingham, 3. .May, 1951. 


UNIVERSITY OF BRISTOL 
DEPARTMENT OF ECONOMICS (AGRICULTURAL ECONOMICS) 
Applications are five appointments in the Grade of 
Assistant “Agricultural Bconomist, three at Bristol and two at Newton 
Abbot. es must be graduates in Economics and/or ri- 








culture, + ~ i» accordance with the Ministry's scales, Further 
iculars conditions of Gap, may be obtained from the 


rar, University of Br 
tions is June 30, 1951. 
UNIVERSITY OF NOTTINGHAM 
SCHOOL OF AGRICULTURE 
ASSISTANT AGRICULTURAL ECONOMIST 
The Counci) Invites a jons <8 the above appointment in the 


rtment of Agricultural : 
y scale for candidates with or 2nd Class Honours and at 
least two years uate experience: Men £295 to £470, Women 


The date for receipt of applica- 





£285 to ; for. other tes: Men £230 to £470, Women 
£230 to £ lus cost of li us, Men £90, Women 
aa should be graduates in Economics ee 


orm of tion and conditions of a t 
ae ones Pppoin ment may be obtained 
H, PICKBOURNE, Registra: 


r, 
UNIVERSITY OF ABERDEEN 
APPOINTMENT OF SECRETARY TO THE UNIVERSITY 








The Uniy Court will, in the Autumn, 195 t 
stearate ae Sade” WeStrrig ati ace i Some 
» 3 : 
appointed 1d é@ up some ths im ceeaten 


per annum with F.S.S.U. and Children's 


H, J, BUTCHART, Secretary, 


ey te oie eens 
may eee rn 
the should be lodged not later 


? 


































be hela on Wed y, the 20th.June, 1951 incheste 

. Broad Strect, London,’ B,C.2, at 12°98 prim te Pecenester House, 
the Committee with the for the year ending Decamh 
1950: to propose a Divi : to reesive a Statement regard 
renewal of tLe ‘Convention between the Turkish Governmes 
the Bank; and, in case of » to authorise the Geneon 








THE ECONOMIST. June 2, Igy 
NOTICE Is seinuny clteae ‘oof serene 
of the statutes, the Annual General Meeting of Sharehoitite : 






mittee to exercise 


all or 
Meéting by the oe 


Statutes for the purpose of Prolonging the 








of the Company and modifying the Statu ; _OXisteng 
replace, the retiring Metabers of i ne I Commi ne and 
es eneral Meeting 
of S eholders pos at least thirty shares, who. to bem 
to form pai’ uf the Merting, must t their shares at the chi Jur 
office of the Company, 1, or “ either of the several branches 
or agencies abroad (in 10m at 20/22, Abchurch Lane, EC 4 ee 
in Paris at 7, rue Meyerbeer, Sme), ten days at least before ¢ 


fixed for the ate 
London, 29th May, 


THE CUNARD STEAM-SHIP COMPANY, Livitsp~ 
FIVE. PER CENT CUMULATIVE PREFERENCE STOCK 


SIX PERK CENT SECOND CUMULATIVE PREFERENCE STOCK 


NOTICE IS HEREBY GIVEN that the Transfer Ros: 
respect of the above Stocks will be closed from Jinn,’ jee 
nova of Dividends’ on Pe 3 ag of preparing Warrants ia 
paid on and after July 2, 1951, ending June 30, 1951, to be 
' By Order of the Board, 


H. EAVES 
Offices: Curard Building, Liverpool. May 31, 1961. Secretary, 
ney —enreeenynaeensieo RO E, e 


DO YOU NEED REPRESENTATION IN BRAZIL? 


Consult J. D. M Postal, 1352—Ri , 
Member of the: Atverican Chamber ns for ee 
ee Comercial * iro, British Chamber of Com- 


merce in Brazil Inc. Comerci 
etc, 


be ty 
ADAMS, Secretary to the Committes, 

Fol 
Bu 
Th 


Zz = 


=| woe Se eS Se 


of 

Purchasing Agent for: § jorals, Taw imatertel secant, & 
eames Agent for: Iron, steel, metals, ‘sacle, abrasives, machinery, 
capital in local enterprises, etc., outright importer. 


WANTED—GENERAL SALES MANAGER 
A well-known public’ with several large metal-ware 


factories, manufactu Ratlonaliy advertised lines, needs an out. 
standing executive with experi Sales management, merchan- 
dising and agen General 1 and administrative 
experionce also desi but not essential. Headquarters London, 

é position carries a Sebetential now and unlimited oppor-# 
tunities for the future. ue are 


or a man who is at presenif 
successfully em greater opportunities nog 


seeks 
and in the future t " his oe, position offers. 
Reply should cover such ails concerning experience, education, 
as on giup would require if ’ 


present salary and scope of work 
engaging aman for so a 

x No. ; & , Atd,, 31, Budge Row, \ 
London, E.C.4, ] 


tant tetanic liuniinditdinisbainan a mee - - see 
LTIPLE Departmenta)] Store Organisation of National Repute 
M” wishes to select a r of ser personnel, not exceeding 
D with a view to subse- 
in its Retail Branches and 
anc of appointment to 
les in the region of £73 
ity and status, Success- 
a age, eduction, es 
‘age, edu ex- 
will be treated in 

0. M.D. 511, 10, Hert- 


>. a e-- 


Investments of 


=o & 


3 






itme 

with the future 
its central o 

r antium will be 

1 wi 











bi lt te ae: 


ford Street 
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